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We manufacture the fertiliser,
that nourishes the soil,

that enhances the crop,

that produces the delicious fruit, 3

that your child relishes. |

eofule Nourishing growth

i . SPIC Urea (Nitrogenous Fertiliser), SPIC DAP (Phosphatic Fertiliser),
g "'/’ : SPIC MOP (Potassic Fertiliser), SPIC 20:20 (Complex Fertiliser)
. SPIC HoLise, 88 Mount Road, Guindy, Chennai 600 032 Tel: 91-44-2235 0245

Fax: 91-44-2235 2163 email: spiccorp@spic.co.in website: www.spicltd.com
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IN PURSUIT OF DEFINED GROWTH

As a company that lives by the philosophy of nourishing
grow_th in all i;cs aspects, it is but natural that grewth is a
recurring theme in all activities undertaken by SPIC. But
despite the identification of growth avenues and methods,
growth per se, in a harsh year, is a difficult task. Yet SPIC
has measured up to the challenge and has neither flinched
nor digressed from its avowed path. In the time segment
of a year corporate plans meet with success.only if they are
seen as small steps onward a long journey. Direction is as
important as speed. But results are not immediately
apparent. Yet the efforts do not cease as the journey is
eventQaHy completed successfully in another time segment.
The only condition is that the ultimate goal is not lost sight

of, nor is the identified process given the go by. .

The year past was characterised by many such small steps
with potential leaps as the consequence. On the financial
"front was a small, yet significant, operational profit. This
| was a culmination of prudent production decisions, working

capital and inventory management and cost optimisation.




For agriculture, the year 2002-03 was not favourable. A

nation-wide drought, particularly severe in SPIC’s command
area, put the brakes on the Company’s performance. Yet,
the operational profit and the Company’s ‘increase in its
market share of Urea were clear indicators of the Company’s

ability to perform in difficult times. As part of the process,

major initiatives that were undertaken included one related

to the human capital of the Company, that of recasting the
organisational structure-and introducing HR processes to

align individual and corporate goals.

The first phase of this exercise involved looking at our.
organisation in its totality and developing a revised

-
framework of roles and responsibilities for all positions in.

order to better align them with oi‘ganisationa| goals. The

emphaéis has been on delayefing for better empowerment of

employees so that accurate information flows enabling

. better decision making.

In the second phase the role clarificatidn of employees wvill
be completed with relevant grading of positions followed by

compensation restructuring being put_in place.
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SPIC has always done pioneering work in the area of
Customer Relationship.Management (CRM). This year the
focus got sharper. A spate of CRM activities designed to
identify and address the specific needs of our dealers and
‘ farmers marked the year. The range of activities had both
conventional ahd innovative components. Building and ‘
leveraging on SPIC’s already high brand equity; the
Company represented itself to the farmers and dealers,
particularly farmers, as a performance oriented, but just,
organisation that secured for them their pride in agriculture.
SPIC’s Product Communications would go on to win
awards, but the real satisfaction ééme when, with help from
effective mérké:tir{g, the message was applaudéc_j by the
farmers. And there was a reiteration of the fact that SPIC

was a staunch farmer loyalist.

These were the . building blocks on which the creeper of
growth moved upward. As mentioned earlier, the first steps
towards a goal show only the signs, not the résult. Those
signs are posifive and encouraging, realising SPIC's -
'évommitment/co tHé.chmess'bf grthh through well-planned
and defined 'eﬁoftg.'The pursuit of defined growth marked
the year that was 2002-03.




SOUTHERN‘PE‘TROCHEMICAL INDUSTRIES CORPORATION LIMITED

Registered Office: 73 Armenian Street, Chennai - 600 007.
Principal Office: SPIC House, 88 Mount Road, Guindy, Chennai - 600 032.

NOTICE
_NOTICE is hereby given that the THIRTY-THIRD ANNUAL

GENERAL MEETING of the Members of Southern Petrochemical
Industries Corporation Limited will be held on Monday,
22 September 2003 at 3.00 P.M. at Rajah Annamalai Hall,
Chennai 600 108, to transact the following business:

ORDINARY BUSINESS -

.

5.

To receive, consider and adopt the audited Balance Sheet of the
Company as at 31 March 2003 and the Profit and Loss Account
for the year ended on that date and the Reports of the Directors
and Auditors. .

To elect a Director in the place of Thiru S Venkitaramanan‘,iwho
retires by rotation and, being eligible, offers himseif for
re-election. v

To elect a Director in the place of Thiru M G Thirunavukkarasu,
who retires by rotation” and, being eligible, offers himself for
re-election.

To elect a Director in the place of Thiru N R Krishnan, who
retires by rotation and, being eligible, offers himself for

‘re-election.

To appoint the Auditors and fix_their remuneration.

SPECIAL BUSINESS

6.

To consider and, if thought fit, to pass, with or without
modification, the -ollowing - resolution as an ORDINARY
RESOLUTION:

‘RESOLVED THAT Thiru Jawahar Vadivelu, whose period of .

Office shall be liable to determination by retirement of Directors
by rotation, be and is hereby appointed a Director of the
Company.” '

To consider and, if thought fit, to pass, with or without

modjfication, the following resolution as a SPECIAL
RESOLUTION:

‘RESOLVED THAT subject to the approval of the Central
Government, Financial Institutions and such other authorities,
as may be necessary, sanction of the Company be and is hereby
accorded in terms of Sections 198, 269, 309, 311 and other
applicable provisions, if any, of the Companies Act, 1956 read
with Schedule XlII to the Companies Act, 1956, for the
re-appointment of Dr. A C Muthiah as the Chairman (Managing
Director) and for payment of remuneration/minimum
remuneration by way of Salary, Special Allowance and other
perquisites as described below: .

1) Period:
From 1 October 2003 to 30 September 2008.

Remuneration:

1.

Salary: g
Rs.2,00,000/- per month.

Special Allowance:

Rs.2,00,000/- per month.

Perquisites:

Perquisites shalt be allowed in addition to both Salary

and Special Allowance. However, it shall be restricted
to an amount equal to the annual Salary.

Perquisites are presently classified as follows:

i)

vi)

Housing/House Rent Allowance:

The expenditure incurred by the Company will be
subject. to a ceiling of 60 per cent:of the Salary.
Gas, Electricity, Water and Furnishing:

The expenditure incurred by the Company on gas,
electricity, water and furnishing shall be valued as per
tne Income-tax Rules, 1962. T

Medical Reimbursement:

Expenses incurred for the appointee and his family.

Leave and Leave Travel Allowance:,

Leave as.per the rules of the Company including
encashment of leave, Leave Tra.v’el Allowance once in
a year incurred in accordance’ with the rules of the

Company.

Club Fees:
Fees of Clubs subject to a maximum of two Clubs.

insurance;

Insurance coverage to the}ap'pb.i‘ntee in accordance
with the rules of the Company.

For .the purpose of calculating the above ceiling,

perquisites will be evaluated as per Income-tax Rules,

wherever applicable, In the absence of any such rule,
perquisites shall be.evaluated al actuals.

However, the Board of Directors will have the liberty to
refix individual ceilings under each of the above heads
s0 as not to exceed the fimit of annual Salary or to
allow any other perquisite as may be permitted by the
Government of India. '

Other payments and provisions which shall not be included
in the computation of the ceiling on remuneration:

i)

Contribution = towards Provident Fund and

Superannuation Fund: :
Contribution towards Provident Fund will be subject to

a ceiling of 12.5 per cent of the Salary. Contribution to
pension/superannuation/annuity fund together with




contribution to Provident Fund shall not exceed
27.5 per cent of the ‘Salary. Contributions to Provident
Fund and pension/superannuation/annuity fund to the
extent of limit prescribed under Income-tax Act/Rules,
1862 or notification issued thereunder from time to
time will not be included in the computation of the
celling on perquisites to the extent these either singly
or put together are not taxable under the Income-tax
Act/Rules/Notifications.

iy Gratuity:
Gratuity payable shall not exceed one half month's
Salary for each completed year of service.

i) Leave Encashment;

Encashment of leave at the end of the tenure, as per
the rules of the Company.

iv) Car
Provision of Company's car for business and personal

use. -

v) Telephone:
_ Provigion of telephone at residence.

4. Reimbursement of Expenses:
)  Entertainment Expenses:

Reimbursement of entertainment expenses -actually

- and properly incurred for the business of the Company
subject to a reasonable ceiling as" may be fixed from
time to time by the Board.

ii') Travelhng Expenses:

Relmbursemem of travelling expenses actually and
properly incurred for the business of the Company
subject to a reasonable ceiling as may be fixed from
time to time by the Board. -

5. Minimum Remuneratzon

The remuperation aforesaid shall be the minimum
remuneration payable to Dr. A C Muthiah.”

To consider and, if thought fit, to pass;” with or without
modification, ’ the following resolutnon as a SPECIAL
RESOLUTICN:

*RESOLVED THAT subject to the approval of the Central
Government, Fmancral [nstitutions and such other authorities,
as may be necessary, sanction of the Company be and is
hereby accorded in terms of Sections 188, 269, 309, 311 and
other applicable provisions, if any, of the Companies Act, 1956
read with Schedule Xlif to the Companies Act, 1956, for the
re-appointment of . Thiru M G Thirunavukkarasu, as the Finance
Director of the Company, and for payment of remuneration/
minimum remuneration by way of Salary, Special Altowance/
Performance Award and other perquisites as described below:

Iy  Period:
From 1 July 2003 to 30 June 2006.

B SPI¢

i) Remuneration:

1. Salary:
Rs.70,000/- per month.

2. Special Allowance/Performance Award, which shall be
" restricted to an amount equal to the annual Salary.
3. Perquisites:
Perquisites shall be allowed in addition to both Salary
and Special Allowance/Performance Award. However,
it shall be restricted to an amount equal to the annual -
Salary. '

Perquisites are presently classified as follows;
i) Housing/House Rent Allowance:

The expenditure incurred by the Company will be -
subject to a ceiling of 60 per cent of the Salary.

i)  Gas, Electricity, Water and Furnishing: ‘
The expenditure incurred by the Company on gas,
electricity, water and furnishing shall be valued as per
the Income-tax Rules, 1962.

i)y Medical Reimbursement: _
Expenses incurred for the appoinfee and his family.

iv) Leave and Leave Travel Allowance:
Leave as per the rules of the Company including
encashment of leave. Leave Travel Allowance-once in
a year in accordance with the rules of the Company.

v) Club Fees: ‘
. Fees of clubs subject to a maximum of two clibs.
vi) Insurance:

Insurance ceverage to the appomtee in accordance
with the rules of the Company.

For the purpose of calculating the above ceiling,
perquisites will be evaluated as per income-tax Rules,
wherever applicable. In the absence of any such rule,
perquisites shall be evaluated at actuals.

However, the Board of Directors will have the liberty to
refix individual ceilings under each of the above heads
s0 as not to-exceed the limit of annual Salary or to
allow any other perquisite as may be permitted by the
Government of India.

'cher Payments and provisions which shall not be included
in the computation of the ceiling on remuneration:

i) Contribution towards Provident Fund and
Superannuation Fund:

Contribution towards Provident Fund will be subject to
a ceiling of 12.5 per cent of the Salary. Contribution
to pension/superannuation/annuity fund together with
contribution to Provident Fund shall not exceed
27.5 per cent of the Salary. Contributions to Provident
Fund and pension/superannuation/annuity fund to the
extent of limit prescribed under Income-tax Act/Rules,
1962 or notification issued thereunder from time to
time will riot be included in the computation of the
ceiling on perquisites to the extent these either singly



or put together are not taxable under-the Income-tax
Act/Rules/Notifications.

i)~ Gratuity:
Gratuity payable shall not exceed one half month's
Salary for each completed year of service..

i) Leave Encashment:

Encashment of leave at the end of the tenure, as per
the rules of the Company.

iv) Car v
Provision of Company's car for business and personal
use. '

v)  Telephone:
Provision of telephone at residence.

4. Reimbursement of Expenses:
i) Entertainment Expenses:

Reimbursement of entertainment expenses actually
and properly incurred for the business of the Company
subject to a reasonable ceiling as may be fixed from
time to time by the Board. :

iy Travelling Expenses: ‘
Reimbursement of travelling expenses actually and
properly incurred for the business of the Company
subject to a reascnable ceiling as may be fixed from
time to time by the Board.

- 5. Minimum Remuneration:

The remuneration aforesaid shall be the -minimum
remuneration payable to Thiru M G Thirunavukkarasu.”

To consider and, if thought fit, to pass; with or without
modification, the following resolution as a SPECIAL
RESOLUTION:

“RESOLVED THAT pursuant to the condition stipulated by the
Corporate Debt Restructuring Cell in its letter no.BY.CDR/659
dated 19 March 2003 requiring additional contribution to the
Company's equity share capital, at par, by the promoters of the
Company, and in accordance with the provisions of Section
81(1A) and other applicable provisions, if any, of the Companies
Act, 1956 (including any amendment to or re-enactment thereof)
and the Memorandum and Atticles of Association of the
Company and subject to such approvals, as may be necessary,
from the Securities and Exchange Board of India, the Reserve
Bank of India and other bodies/authorities, and subject to such
conditions as may be prescribed by them while granting such
approvals and subject to such terms, conditions and alterations
which the Board of Directors of the Company (hereinafter

referred to as the “Board”, which term shall be deemed to include

any Committee which the Board may have constituted or
hereafter constitute to exercise its powers including the powers
conferred by this resolution) may in its absolute discretion think
fit in the interest of the Company, consent of the Company be
and is hereby accorded to the Board to issue, offer and allot
2,00,00,000 equity shares of the face value of Rs.10/- each of

10.

Place . Chennai
Date : 29 July 2003

© N ;oA N

the aggrégate nominal value of Rs.20,00,00,000/- (Rupees
twenty crores only), at'par, in one or more private offerings, to
investors [whether individuals_and/or incorporated bedies in any
combination thereof], (hereinafter referred to as the
“Promater-Individual(s)’ or “Promoter-Company/ies') whether
such Promoter-Individual(s) or Promoter-Company/ies is/are the
holders of the equity shares of the Company or not, on such
terms and conditions and in such tranche(s) as may be decided
by.the Board in its absolute discretion.”

“RESOLVED FURTHER THAT the Board be and is hereby
authorised to do all such acts, deeds, matters and things and
execute such documents, instruments and writings as it may
in its absolute discretion deem necessary or desirable for giving
effect to the above resolution.”

‘RESOLVED FURTHER THAT the Board be and is hereby
authorised to settle all issues that may arise in this regard, as
it may in its absolute discretion deem fit, without being required
to seek any further consent or approval of the Members of the

. Company in general meeting or otherwise, and that the

Members of the Company shall be deemed to have given their
approval thereto expressly by the. authority of this resolution.”

To consider and, if thought fit, to pass,; with or without
modification, the following resolution -as a SPECIAL
RESOLUTION: ‘ - -

“RESOLVED THAT subject to the provisions bf the Companies
Act, 1956, the Securities Contracts (Regulation) Act, 1956, the
Securities and Exchange Board of india (Delisting of Securities)
Guidelines, 2003 or any amendment thereof, and subject to such
approvals, permissions and sanctions as may be necessary and
subject to such conditions and modifications as may be
prescribed by any authority, while granting such approvals,
which may -be agreed to by the Board of Directors, consent of
the Company be and is hereby accorded to the Board of

~ Directors {which term shall be deemed to inclide any Committee

thereof for the time being exercising the powers conferred on the
Board of Directors by this resolution) to delist the equity shares
of the Company from the following Stock Exchanges, viz..
The Stock Exchange, Ahmedabad;

Bangalore Stock Exchange Limited, Bangalore;

Cochin Stock Exchange Limited, Cochin;

The Calcutta Stock Exchange Association Limited, Kolkata;
The Delhi Stock Exchange Association Limited, New Delhi;
The Hyderabad Stock Exchange Limited, Hyderabad;
Madras Stock Exchange Limited, Cyh'e"nnai; and

The Stock Exchange, Mumbai.”

{By Order of the Board)

For SOUTHERN PETROCHEMICAL
INDUSTRIES CORPORATION LTD.

N RAMAKRISHNAN
- Secretary




NOTES:

1. A MEMBER ENTITLED TO ATTEND AND VOTE AT THE
MEETING [S ENTITLED TO APPOINT A PROXY TO ATTEND
AND ON A POLL, TO VOTE INSTEAD OF HIMSELF AND THE

PROXY NEED NOT BE A MEMBER OF THE COMPANY. THE

INSTRUMENT APPOINTING THE PROXY TO BE "VALID
SHALL BE DEPOSITED AT THE REGISTERED/PRINCIPAL
OFFICE OF THE COMPANY NOT LATER THAN FORTY-EIGHT
HOURS BEFORE THE TIME FIXED FOR HOLDING THE
MEETING.

2. Explanatory Statement of material facts pursuant to
Section 173(2) of the Companies Act, 1956, read with Article 76
of the Articles of Association for ltem Nos. 6 to 10 of the Notice,
is annexed hereto.

3. The Register of Members and the Share Transfer Register
of the Company will remain closed from Wednesday,
10 September 2003 to Monday 22 September 2003 (both days
inclusive). -

4. Members/Proxies should bring the Attendance Stip duly filled in
for attending the Meeting. For shares held in dematerialised

form, the DP ID and Client ID numbers should be |nd|cated in’

the Attendance Slip.

5. For shares held in physical form, any change in address/other
details may be intimated immediately to the Registrars and
Transfer Agents viz., Cameo Corporate Services Limited,
“Subramanjan Building”, 1 Club House Road, Chennai -
600 002 by quoting the Folio Number(s). For shares held in
demat form, change in address/other details may be intimated
directly to the Members’ Depository Pammpant

Sei1Cc

6. As required under the provisions of Section 205A of the
Companies Act, 1956, the Company has transferred unclaimed
dividends up to 1993-94 to the General Revenue Account of the
Central Government and in respect of the unclaimed dividend for
1984-95 to the Investor Education and Protection Fund
constituted by the Central Government. In respect of the amounts
remaining in the Unpaid Dividend Accounts for 1995-96 and
thereafter, the Company would transfer, at the expiry of seven
years, to the aforesaid Fund. Upon such transfer, a Member shall
have no claim against the Fund or the Company regarding his
unpaid dividend. Members may therefore promptly lodge their
claims for unpaid dividend, if any, in respect of the years 1995-98
to 2000-01 with the Registrars and Transfer Agents.

7. The Company's Equity Shares are presently listed at the
Ahmedabad, Bangalore, Calcutta, Cochin, Delhi, Hyderabad,
Madras, Mumbai (BSE) & National (NSE) Stock Exchanges and
annual listing fees has been paid to the said Exchanges in time.

8. MEMBERS HOLDING SHARES IN PHYSICAL FORM ARE
ENCOURAGED TO NOMINATE A PERSON TO WHOM THEIR -
SHAREHOLDING IN THE COMPANY SHALL VEST IN THE
EVENT OF DEATH. Nomination forms will be sent to the
Members on request by the Registrars and Transfer Agents.

Inspection of documents

All material documents relating to the aforesaid items of the
Agenda of the Notice are available for inspection by the
Members at the Principal Office of the Company on any working
day between 11.00 A.M. and 1.00 P.M. prior to the date of the
Meeting.

e
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' Annexure to Notice

EXPLANATORY STATEMENT
PURSUANT. TO SECTION 173(2) OF THE COMPANIES ACT, 1956, READ WITH ARTICLE 76 OF THE ARTICLES OF ASSOCIATION OF THE

COMPANY

The following Ef(plan'atory Statement sets out the material facts
referred to in Iterh'Nos. 6 to 10 of the Notice convening the
33rd Annual General Meeting:

» item No. 6

Thiru Jawahar Vadivelu was appointed as an Additional Director by
the Board of Directors of the Company at-its Meeting held on
30 April  2003.

As per the provisions of Section 260 of the Companies Act, 1956,
read with Article 106 of the Articles of Association of the Company,
Thiru Jawahar Vadivelu will hold Office only up to the date of this
Annual General Meeting. Notice proposing his candidature for
appointment as Director under Section 257 of the Companies Act,
1956 together with the requisite deposit has been received. from a
Member.

A brief resume of".fhiru Jawahar Vadivelu and details of his
directorships are furnished in the Corperate Governance Report.

The Board commends the election of Thiru Jawahar Vadivelu as a
Director for the approval of thg Members.

Memorandum of Interest

" Except Thiruvalargal Jawahar Vadivelu, Dr. A C Muthiah and

Ashwin C Muthiah, none of the Directors of the Company is interested
in-this resolution.

ltem No.7 & 8

The Board of Directors of the Company, at its Meeting held on
26 June 2003, re-appointed:

iy Dr. A C Muthiah as the Chairman (Managmg Director) for a
period of three years with effect from 1 October 2003 to
30 September 2006, and

iy Thiru M G Thirunavukkarasu as the Finance Director for a‘period
of three years with effect from 1 July 2003 to 30 June 2006.

The terms of the appointment of the aforesaid Directors were
considered and approved by the Remuneration Committee of the
Board of Directors at its Meeting held on 26 June 2003, as per details
furmished in the relevant resolutions.

In terms of Articles 100(b) and 157 of the Articles of Association of
the Company, Members! approval by way of a Special Resolution for




the appointment and payment of remuneration to the Directors is

required. ,

" In the aforesaid connection, as required under Part I, Section Il of
Schedute XliI to the Companies Act, 1958, the following information

is furnished:
I, GENERAL INFORMATION:
(1) NATURE OF INDUSTRY:

The Company is primarily engaged in the manufacture/import
- and sale of Nitrogenous and Phosphatic fertilizers. It also has -

(2)

diversified business interests in engineering, biotech and
pharmaceuticals.

DATE OR EXPECTED DATE OF COMMENCEMENT OF
COMMERCIAL PROBUCTION:

The commercial production of Urea, the main product of the
Company, commenced on 22 June 1975.

FINANCIAL PERFORMANCE:
The -following are the results of the Company during last five

" years, at a glance:

(Rs. in Thousands)

' ‘ Year
Financial Parameters

1998-99 19938-00 2000-01 2001-02 2002-03
Turnover. 2456,28,77 2711,77,93 2293,49,40 1721,98,40 1654,56,83
Net Profit/{Loss) (as computed under Section 198/349) 35,33,12 51,02,80 (55,97,79) | (239,47 53) (613,26,21)
Net Profit (as per Profit & Loss account) 50,83,56 28,37,26 15,87,34 {215,50,80) (375,68,97)
Amount of Dividend paid (Equity) 22,0119 10,56,57 8,80,48 - Nit B Nil
Rate of Dividend declared in % (Equity) 25.00 12.00 10.00 | Nil i Nit

- (4) EXPORT PERFORMANCE NET FOREIGN EXCHANGE

EARNINGS AND COLLABORATIONS:

(i EXPORT_PERFORMANCE AND NET FOREIGN
EXCHANGE EARNED: ‘

During the financial year 2002-03, the Company's foreign
exchange earnings on account of exports on FOB basis is’
Rs.20080.61 lakhs., The expenditure. of foreign currency, -

including CIF value of imports, is Rs.30687.97 lakhs.
Fertiliser industry is import-intensive requiring regular
imports of inputs like sulphur and rock phosphate since
feed-stocks are not available in the Country.

(i) FOREIGN INVESTMENTS OR COLLABORATORS, IF
ANY: ’
The Company has premoted/invested in: _
a) Indo-Jordan Chemicals Company Limited (IJC), a joint

venture with the Jordan Phosphate Mines Company

Limited, Jordan, for the manufacture of Phosphoric Acid
needed for manufacturing phosphatic fertiliser at Tuticorin.
IJC was commissioned in 1997.

b) SPIC Fertilizers and Chemicals FZE, as a joint venture
with Emirates Trading Agency, Dubai, under implementation
at the Jebel Ali Free Zone, Dubali, for the manufacture of
4,00,000 tonnes of Urea per annum,. :

INFORMATION ABOUT THE APPOINTEES:

{1) BACKGROUND DETAILS, RECOGNITION/AWARDS
Dr. A ,C Muthiah

Dr. A C Muthiah is a doyen among industrialists in South
india and is well recognised in Management circles in India
and abroad. He holds a B.E. Degree from the University of
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Madras and also did his Management studies. at the
University of Detroit, U.S.A. He was trained in Personnel
Management and Management Control with Excello in
Detroit, U.S.A. He is associated with leading industries,
both in India and abroad, as a Director on the Board.

Dr. A C Muthiah is the President of the Federation of Indian
Chamber of Commerce & Industry (FICCI) and a Member
ot the Advisory Council on Trade and Industry to the
Hon'ble Prime Minister of India. He is-a member of the
Fertiliser Industry Co-ordination Committee (FICC),
Government of India and-also of-the International Chamber
of Commerce (ICC), Paris. He was the-President of the
Indian Council of Arbitration (ICA). He was the President of
the Southern India Chamber of Commerce & Industry
(SICC) for 8 years (1979 to 1987).

Dr. A C Muthiah's association with the Company spans over
three decades. Along with his {liustrious father,
Dr. M A Chidambaram, Dr. A C Muthiah, as a Founder-
Director, has been associated with the .Company from its
blue-print stage. He was part of the team, which was
instrumental in the execution and commissioning of SPIC's
Fertiliser Plant, in 1975, which was the first wholly non-
turnkey joint venture of it$ kind in india. On commissioning,
its Ammonia Plant (capacity: 3,52,000 tpa) was the largest
Naphtha-based single-stream plant in"Asia and the Urea
Plant- (capacity: 5,12,000 tpa) was the largest in the world.

Since incorporation of the Company, in 1969, and until
1983, he was holding charge as the Executive
Vice-President in charge of the personnel and
administration function at SPIC. In October 1983, he was

elevated as the Vice-Chairman and President (Managing.




Directer) of SPIC, in charge of the management. of the
business of the Company subject to the supervision,
control and directives of the Board of Directors of the
Company. He has guided the Company through its
expansion/modernisation programmes. During the tenure of
Or. A C Muthiah, the Company has made rapid strides not
only as a major fertiliser manufacturer but in other
ventures like agri-business, petrochemicals/chemicals,
pharmaceuticals, bio-technology and services.

Dr. A C Muthiah has been largely instrumental in the moves -

of SPIC to set up off-shore fertilizer/fertilizer intermediate
production facilities in Jebel Ali, Dubai, and Jordan, to
provide enormous leverage and addition to the compelitive
edge of SPIC.

Dr. A C Muthiah is presently the Chairman (Managing
Director) of the Company, to which position he was
appointed in February 2000,

Anna University, which is one of the oldest and
internationally “renowned engineering universities in the
Country conferred on him an Honorary Doctorate Degree in
Science in February 1992,

The award, ‘Knighthodd‘ was bestowed on Dr. A C Muthiah
by His Royal Highness Crown Prince Phillipe of Belgium,

SPic

* on behalf of the King of Belgium, in recognition of his
outstanding services as Consut of Belgium.

The award, ‘Sath Seva Rathna' was conferred on
Dr. A C Muthiah by His Holiness ‘Sri Jayendra Saraswatm
Swamigal of Sri Kanchi Kamakoti Mutt.

Thiru M G Thirunavukkarasu

Thiru M G Thirunavukkarasu holds a Degree in Commerce
(B.Com) and Associate Membership of the Institute of
Chartered Accountants of India, the Institute of Cost &
Works Accountanis of India and the Institute of Company
Secretaries of India.

Thiru M G Thirunavukkarasu has vast experience in
corporate finance and accounting dlsc:plmes of over three
decades.

As Vice-President (Finance) of the Company till June 1998
and as its Finance Director from July 1998 till date,
Thiru M G Thirunavukkarasu is in charge of the entire
finance function of the Company.

>(2) PAST REMUNERATION

Past remuneration details of the Appointees for the previous
three financial years viz., from 2000-01 to 2002-03, drawn from

Dr. A C Muthiah:

the Company, are as’under:

. Specia Qthers {Specify)
Salary Perquisites | Contribution to provident Total % of S
Rs) (Rs) Allowance and other funds (Rs). net profits Date from which paid
‘ (Rs) (Rs.
15,00,000 14.11,771 - 4,75,000 33,868,771 Nit 1.4.2000 to 31.3.2001
15,00,000 12,98,340 - 4,75,000 32,73,340 Nil 1.4.2001 to 31.3.2002 -
15,00,000 13,66,366 45,00,000(") 475,000 7841366 Nil 14.2002 to 31.3.2003

(") Includes payment of Special Allowance relating to financial years 2000-01 (Rs.15,00 000) and 2001-02 (Rs.15,00,000) made during

financial year. 2002-03 on receipt of approval of the Central Government.
Thiru M G Thnrunavukkarasu:

Sal =] isit Special Contamir;n(?:icrg{t)ident " Total % of

'(;:.r)y er(cg;s; * AH?;';?“ and other funds- (Rs.) net oprofits Date from which paid
' {Rs.)

6,00,000 .4,95,739 - 1,90,000 12,85,739 Nil 1.4.2000 tro 31.3.2001

6,00,000 5,37,063 "12,00,000(*) 1.90,000 25,27,063 Nit 1.4.2001 to 31.3.2002 ’

6,00,000 5,33,373 6,00,000 1,90,000 19,23,373 Nil 1.4.2002 to 31.3.2003

{*) Includes payment of Special Allowance relating to financial year 2000-01 (Rs.6,00,000) made during financia! year 2001-02,
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- JOB PROFILE AND SUITABILITY

Dr. A C Muthiah

Under the leadership of Dr. A C Muthiah, the Company has
made rapid strides not only as a fertiliser manufacturer but in
other ventures like agri-business, pet rochemlcals/chemlca!s
pharmaceuncals blo-technology and services.

Dr. Muthiah has been largely instrumemal in the moves of SPIC
to consolidate itseif as a fertiliser-major in India and it is to his
vision that SPIC in a decontrolled scenario, set up off-shore
fertilizer/fertilizer intermediate ‘production facilities in Jordan and
Jebel Ali,: Dubal to sharpen the competmve edge of SPIC.

The contmued leadershlp and strategic contribution of
Dr. Muthiah is essential for the sustained growth and
development of the' Company in the years ahead.

Thiru M G Thirunavukkarasu

Thiru M G Thirunavukkarasu is in charge of the entire finance
function of the Company

By virtue of his qualifications and fich experience in corporate
accounting and finance spanning over three decades in the
corporate sector, Thiru Thirunavukkarasu has, the requisite
experience and expertise for the job.

Thiru Thirunavukkarasu is playing a vital role in the
strategisation and implementation of the turnaround programme
of the Company and in its debt restructuring measures.

REMUNERATION PROPOSED

The remuneration proposed to be paid to Dr. A'C Muthiah and

~ Thiru M G Thirunavukkarasu, as approved by .the Remuneration

Committee and the Board of Directors at their Meeting held on
26 June 2003, would be as under:

Name Salary

" Special Allowance/Performance

Award

Perquisites

Dr. A C Muthiah " Rs,2,00,000- |
per month

Thiru M G Thirunavukkarasu Rs70000- | Special
per month

Special Allowance of
Rs.2,00,000/- per month

_ Allowance/Performance
- Award restricted to an amount equal
to the annual Salary.

Shall be allowed in addition to-both Satary and
Special Allowance, restricted to an amount
equal to the annual Salary.

Shall be allowed in addition to - both Salary and
Special Allowance/Performance Award,
restricted to.an amount equal to the annual
Sa!ary

The remuneratlon aforesand shall be. the minimum remuneratlon
payable to the aforesaid Appomtees

COMPARATIVE_REMUNERATION PROFILE WITH RESPECT
TO - INDUSTRY, SiZE OF THE COMPANY, -PROFILE OF THE

.POSITION AND PERSON*

The prevalent levels of remuneration in manufacturing industries,
in general and tha- fertilizer industry, in particular, are higher.
Taking. into account the turnover of the Company,
Dr: A C Muthiah's invaluable contribution to the Company, his
role in placing the Company in a pre-eminent position on the
industrial map of India, his strategic role in turning around the
Company from its present difficult position and,

Thiru M G Thirunavukkarasu's academi¢c background,

qualifications, rich experience, his invaluable contribution to the
Company, the increasingly key role he will have to play in the
turnaround, besides the present remuneration of the appointees
and comparable remuneration levels in the Country, the
proposed remuneration to-each of the appointees is reasonable,
in line with remuneration levels in the industry across the
Country and befits their position.

PECUNIARY RELATIONSHIP, DIRECTLY OR INDIRECTLY,
WITH THE COMPANY/RELATIONSHIP WITH THE
MANAGERIAL PERSONNEL, IF ANY.

. Dr. A C Muthiah and Thiru M G Thirunavukkarasu have no

pecuniary relationship, directly or indirectly, with the Company, or
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relationship With any of the managerial"gersonnel of the
Company, except to the extent of their respective shareholding
in the Company’s equity share capital.-

OTHER INFORMATION -

REASONS FOR LOSS/INADEQUACY OF- PROFIT IF ANY:

In the financial year 2002-03, the Company has made a nef loss
of Rs.375. 69 crores. |

(A1

The reasons. for the logs are mamly the following:

{a) The ammonia and urea plants could not achieve the
targeted production due to:

(i)} .plant shut down owing to wat'@r shortage during
August 2002,

(i) shortage of inputs like naphtha and fuel oil caused by
suspension of supply by Indian Cil Corporation during
March 2003 due to liquidity constraints on account of
non-receipt of subsidy from the Government of Indig;

Government of India in its plan to contain fertilizer
subsidy imposed severe liquidity strain on an already
beleaguered working capital position by effecting
recovery of subsidy on an ad hoc basis. This also led
to delay in opening of Letters of Credit for raw material
and finished products;.

(i)




(iv) fire in the Hydrofining Section of the Ammonia Plant
caused by a leak in the Naphtha pipeline;

Di-Ammonium Phosphate (DAP) plants could not achieve
the targets due to constraint of funds and stiffening of terms

s imposed by key raw material suppliers;

The interest charged to SPIC Petrochemicals Limited, a
promoted venture of the Company, whose praject has been

stalled since 1997, following an order of the Madras High
Court, on the advance against equity, from the period,
1 .April 2000 to 31 March 2002, amounting to
Rs.105.73 crores has been witten off during the financial
year 2002-03. No interest has also been capitalised for the
year 2002-03;

Ng-interest has béen accrued on the inter- corporate
déposits placed with SPIC Petrochemicals Limited for the
financial year 2002-03; and

Interest and exchange fluctuation incurred up to
31 March 2000 on the Floating Rate Notes aggregating
Rs.116.28 crores (net of exchange gain during the-financial
year 2002-03) on part of the loan which was carried forward
in capital work-in-progress as of 31 March 2002 has since
been completely written off during the financial .year
2002-03.

(e)

Seic

finance, marketing, technical, personnel, etc. This step is
yielding early results in quick identification of the thrust areas as
well as the weak links of the Company's operations, which
require further strengthening.

In the area of market development, the Company has intensified
its efforts at introducing specific crop/product oriented approach
in addition 'to continuous farmer services development
programmes through its Rural Development Centers.

" Secondly, towards more prudent-financial management, which

would enable the Company to improve its fiquidity-angd achieve
reduction in interest cost, the Company has taken vital
measures, some of the major ones being - (a) Testructuring of the

Floating Rate Notes of US$ 120 Million with the twin advantage

of reduction in interest rate’of 1 per cent and elongated maturity
and (b) prepayment of IDBI’s loan refating to the erstwhile Heavy
Chemicals Division of the Company.

In the same direction, the Company is availing the Corporate
Debt Restructuring (COR) mechanism of the financial
institutions. Following the announcement of the Hon'ble Finance

. Minister in the Union Budget 2002-03, to review the Corporate

STEPS TAKEN TO IMPROVE THE PERFORMANCE OF THE '

COMPANY: -

The Company has been endeavouring its best to revise its
business_strategy and restructure the same in view of the
process of liberalisation and globalisation policies of the
Government of India. Accordingly,’ the Company has adopted
a multi-point “strategy.

G

Firstly, after an overview of the operations of the Company, the
Company has identified its Fertiliser business as the core area
of operatrons and as a major strategy, decided to hive off/
dispose its businesses in other unrelated areas as separate
ventures -or-as joint ventures. v

In line with the aforesaid decision, the Company started by
hiving off the'LPG Divisicn (as a joint venture with Caltex Oit
Corporation, USA), and Engineering and Servrces Division (as a
joint venture “‘with Technip, faly).

During the financial year 2000-01, the Company disposed of its .

stake in SPIC PHI Seeds Ltd., in favour of the overseas joint
venture partner and also hived off the Heavy‘Chemlcals Division.
The Company. is in the process of -identifying suitable partners/
business options for hiving off the. Pharmaceutlca! and
Brotechno!ogy operations. .

To quicken the overhaul of the Company s business and {o focus
on the core business,” a Management Committee of the Board
of-Directors was formed in July 2001. This Committee assists
the Board of Directors to perform its duties effectively by closer
and more detailed examination of several areas of operations of
the Company in @ Management Supervisory Role and by

reviewing and analysing authority in all spheres of activities like
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Debt Restructuring Mechanism, a high levet Group under the
Chairmanship of 'Shri Vepa Kamesam, Deputy Govérnor,
Reserve Bank of india, was constituted. it is based on the
recommendations made by the said Group, and in.consultation
with the Government of India, .that the present system-of COR
was evolved. . .

In the aforesaid backdrop, and as per the mechanism initiated
by the Reserve Bank of India for facilitating a timely and
transparent system for restructuring corporate debts of viable
corporate entities affected by internal and external factors, the
Company's lending financial institutions and banks have
restructured the Company's debt.

The Company's debt restructuring proposal was approved by the
CDR Cell in March 2003 with the consent of over 85 per cent
of the lending financial institutions and banks.

The highlights of the package approved by the CDR Cell are: -

Restructure of the loans with varying interest rates
(4%-11% p.a.) and repayment tenors (5-12 years) including
moratorium of 2-3 years and interest funding for two years
beginning from the cut-off date 1 April 2002.

The cash credit facility from the working capital consortium to
carry an interest rate of 6 per cent for the two years 2002-03 &
2003-04 and 11 per cent per annum thereafter.

Implementation of CDR package would bestow the Company the .
benefit of reduction in interest cost and suitable reschedulement
of loans, thereby improving the financial health of the Comp_any‘

Further, the Company has already embarked upon cost cutting -
measures such as outsourcing of logistics relating to distribution
of fertilizers and right sourcing of all resources.

In addition, steps to leverage the brand image of 'SPIC' as well
as lhe strong distribution network  intensively, are being worked
in consultation with reputed International Business Consultants.




The aforesaid measures are expected to result in improvement
in the performance and profitability of the Company in the near
future.

(3) EXPECTED INCREASE IN PRODUCTIVITY AND PROFITS

IN MEASURABLE TERMS:

The savings expected on account of implementation of various
energy conservation proposals, improvements: in operation and
optimisation of captive power generation, captive Phosphoric
acid with mix of 50% low grade rock Phosphate, Phosphoric acid
purchases with additional discount and extended credit terms,
outsourcing of logistic services, tighter control measures on
overhead expenses with. focus on rentals, travel, communication
and power charges, would be of the tune of around Rs.30 crores.

The five areas viz., debt restructuring, plant operations, cost
control, marketing and divestment as identified- by the
Management are expected to substantially increase the
productivity and profits of the Company.

The Board commends the aforesaid Special Resolutions for the
approval of the Members.

Memorandum of Interest

In respect of the appointmeni of Dr. A C Muthiah and the
remuneration payable to him, as detailed under resoiution no.7 above,
apart from Dr. A C Muthiah, Thiruvalargal Ashwin C Muthiah and
Jawahar Vadivelu, who are related to Dr. A C Muthiah, are also
deemed to be interested. Thiru M G Thirunavukkarasu is interested
in resolution no.8 to the extent of his appointment and remuneration.
None of the other Directors of the Company i$ interested in the
aforesaid resolutions.

ltem No. 9

In the Directors’ Rebort forming part of the 32';d Annual Report, the

Members were informed that the Company was in the process of
restructuring its long-term debt.

The Company's fong-term debt has been restructured under the
Corporate Debt Restructuring (COR) Mechanism, instituted by the
Reserve Bank of India. The CDR Cell vide its lefter no.BY.CDR/859
dated 19 March 2003 has conveyed the approval of the CDR
Empowered Group comprising of the Financial Institutions/Banks for
the Company's restructuring programme.

One of the terms and conditions stipulated in connection with the
restructuring of the long-term- dedts of the Company, is that the
. promoters of the Company should make an additiona! contribution to
its equity share capital to the extent of Rs.20 crores, at par. The
Board proposes to allot the Promoter Individual(s) or Promoter
Companylies, as the case may be, equity shares of the aggregate
value of Rs.20 crores, in one or more tranches, as set out in the
resolution under the Notice.

Such issue/allotment of equity shares on preferential allotment to the
Promoter Individual(s} or Promoter Company/ies would be subject to
approval by the Securities Exchange Board of India, the Reserve
Bank of India and/or such other authorities as may be required.
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In terms of the proposed resolution, as the Board is to be empowered
to issue/aliot equity shares on private placement basis to investors
whether holders of equity shares of the Company or not, consent of
the Members at General Meeting would therefore be necessary,
pursuant to Section 81(1A) of the Companies Act, 1956.

The Board commends the resolution for the approval of the Members.

Memorandum of Interest

None of the Directors of the Company is interested in this resolution -
except to the extent of their shareholding/Directorship in the Company
to whom the shares may be allotted as per the CDR requirement.

ltem No. 10

The equity shares of the'Company are listed on the following Stock
Exchanges:

1. The Stock Exchange, Ahmedabad;

Bangalore Stock Exchange Limited, Bangalore;

Cachin Stock Exchange Limited, Cochin;

The Calcutta Stock Exchange Association Limited, Kolkata;
The Delhi Stock Exchange Association Limited, Neflv Delhi;
The Hyderabad Stock Exchange Limited, Hyderabad;
Madras Stock Exchange Limited, Chennai;

The Stock Exchange, Mumbai; and

® N e oW

9. National Stock Exchange of india Limited, Mumbai.

The nationally networked National Stock Exchange of india Limited,
Mumbai (NSE) and The Stock Exchange, Mumbai (BSE), have
provided the investor populace in the Country, in general and the
Members of the Company, in particular, with access to screen-based,
online- trading/dealings in the Company’s equity shares across the
Country. With the formation of the two depositories viz., National
Securities Depository Limited (NSDL) and Central Depository
Services (India) Limited (CDSL), and with the Securities and
Exchange Board of India {SEBI) notifying most of the listed securities
to be compuisorily traded/settiéd in the dematerialised/electronic
form, the en masse shift of operations by the .investors to the
automated exchanges has gained further acceleration. This has

. resulted in nil or extremely low volumes across all the remaining

Stock Exchanges including the Regional Stock Exchange of the
Company viz., Madras Stock Exchange Limited, Chennai.

The Board of Directors is of the view that considering the ‘aforesaid
development, and for saving costs as well for administrative
convenience, it would be adequate to continue fisting of the,
Company's equity shares only on the National Stock Exchange of
India Limited, (NSE). This proposal will not in any manner adversely
affect investors, including the Members of the Company, located in
various regions where the said Stock Exchanges are situated.

Accordingly, Members' approval is sought by a Special Resolution in
accordance with the Securities & Exchange Board of India (Delisting
of Securities) Guidelines, 2003, to enable voluntary defisting  of
Company's equity shares from the following Stock Exchanges viz.,
{1} The Stock Exchange, Ahmedabad, (2) Bangalore Stock Exchange
Limited, Bangalore, (3) Cochin Stock Exchange Limited, Cochin,
(4) The Calcutta Stock Exchange Association Limited, Kolkata,
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{5) The Delhi Stock Exchange Association Limited, New Delhi, - Memorandum of Interest
(6) The Hyderabad Stock Exchange Limited, Hyderabad, (7) Madras
Stock Exchange Limited, Chennai, and (8) The Stock vachange,

Mumbai. :

None of the Directors of the Company is interested in this resolution.

: . . ) (By Order of the Board)
In view of the continued listing of the Company's equity shares at the

National Stock Exchange of India Limited, Mumbai, the Company is For SOUTHERN PETROCHEMICAL
not required to provide any exit option to those shareholders of the ) INDUSTRIES CORPORATION LTD.
regions where the aforesaid Stock Exchanges, from” which the o .
Company proposes 'to delist its equity shares, are situated. - Place : Chennai . N RAMAKRISHNAN
' . Date : 29 July 2003 Secretary
"NOTICE

NOTICE is hereby given fhat the Company has received a Special Notice from a Member signifying
his intention to move in respect of item No.5 of the Notice of the 33™ Annual Genéral Meeting in
regard to appointment of Auditors, the following resolution as an Ordinary Resolution for approval
of the Members at the 33 Annual General Meeting of the Company convened to be held at
3.00 P.M. on Monday, 22 September 2003 at Rajah Anna_rhalai Hali, Chennai 600 i08:

*“RESOLVED THAT M/s.Fraser & Ross, Chartered Accountants, be and are hereby appointed
Auditors 'é'f the Company in place of the retiring Auditors, M/s. A F Ferguson & Co., Chartered
Accountants, to hold Office until the conclusion of the next Annual General Meeting of the Company

at a remuneration of Rs.18 lacs (Rupees Eighteen lacs only) plus service tax as applicable; and

reimbursement’ of out-of-pocket expenses incurred.”

For SOUTHERN PETROCHEMICAL
INDUSTRIES CORPORATION LTD.

Place : Chennai : | N RAMAKRISHNAN
Date : 23 August 2003 | _ ' Secretary

Note : The Company has received a Special Notice pursuant to Section 190 of the Companies Act, 1956 from a
Member proposing the appointment of M/s.Fraser & Ross, Chartered Accountants, as Auditors of the Company
in place of M/s. A F Ferguson & Co., the retiring Auditors, under Section 225(1). of the Companies Act, 1956.
The retirfng Auditors are not seeking re-appointme'nt at the ensuing 33" Annual General Meeting. The proposed
remuneration of Rs.18 lacs is the same as was paid to M/s. A F Ferguson & Co., for the previous financial
year i.e. 2002-03. ' ‘

‘
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DIRECTORS’ REPORT

The Directors of your Company present their 33“ Annual Report,
together with the audited statement of accounts for the year ended
31 March 2003,

OPERATING RESULTS
(Rupees in crores)

2002-2003 2001-2002
Sales & services 1632.49 1700.64
Other Income 22.08 21.34
Turnover 1654.57 1721.98
Manufacturing & Other Costs 1586.88 1660.98
Loss on sale of investments - 29.77
Cost of Sales 1586.88 1690.75
Operating “Profit 67.69 31.23
Interest ‘ .178.03 202.36
Interest on advance against equity
to SPIC Petro 105.73
Interest and exchange fiuctuation ‘
on FRN 116.28
Depreciation 43.34 44.38
Profit/{Loss) before ‘tax (375.69) (215.51)
Provision for tax - o -
Profitf{Loss) after tax (375.69) (215.51)

DIVIDEND
Keeping in view the current year's performance, it has not been

possible for your Directors to-recommend dividend, on the preference .

and equity share capital for the financial year 2002-03.

AGRO INPUTS

This segment comprises the Fertiliser Division and the Company's
investments in Tuticorin Alkali Chemicals and Fertilisers Limited,
Indo-Jordan Chemicals Company Limited and SPIC Fertilizers and
Chemlcals FZE,Dubai.

FERTILISER DIVISION

Urea Production was 5.69 lac tonnes as against the previous year's
production of 6.00 lac tonnes owing {0 stoppage of plant mainly
caused by water shortage and eguipment failure. DAP production was
2.88 lac tonnes as against the previous year's production of
3.02 lac tonnes because of limitations in sourcing the raw materials
in the context of the credit squeeze and LC restrictions.

Record production in a day was achieved during the year in the
Sulphuric Acid and Aluminium Fluoride plants; record annual
production was also achieved in Aluminium Fluoride plant.

The year 2002 was a drought year, after a continuous spell of 14 good
monsoons since 1987. The rainfall received during the year, as a
whole, was 20 per cent below normal. 30 per cent area of the country,
mostly in the south, experienced severe drought. Unfavourable
weather conditions have led to significant reduction in areas sown
under various crops in both Kharif and Rabi seasons. As a result,
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production of food grains declined from 212 million tonnes in -
2001-02 to 184 mitlion tonnes in 2002-03. The resilience exhibited by

the Indian farming community in adapting to the drought situation is

noteworthy. In 1987, the last drought year, food grain production was

140 million tonnes. This shows how Indian farmers could absorb

modern farm practices and improve their operational efficiency and

achieve higher productivity.

On an all-India basis, sales of Urea declined from 18.75 million
tonnes in 2001-02 to 18.63 million tonnes in 2002-03. Sales of DAP .
declined sharply from the previous year's level of 6.15 miltion tonnes
to 5.43 million tonnes. MOP sales dropped from 1.98 million tonnes in
2001-02 to 1.86 millicn tonnes in 2002-03. In the south, consumption
of Urea detlined from 3.6 million tonnes to 3.2 million tonnes and
DAP from 1.2 million tonnes to 0.8 million tonnes. MOP sales also
had a similar drop from 0.91 million tonnes to 0.82 miltion tonnes.

Despite adverse agricultural condition, however, SPIC's market share
in the south was higher by 4 per cent (from 16 per cent to
20 per cent) in Urea and 5 per cent in DAP (from 25 per cent to
30 per cent). Sales of Urea increased to 6.43 lac tonnes as
compared to 5.77 lac tonnes in 2001-02, There was, however, a drop
in the sale of Phosphatic fertilisers from 3.93 lac tonnes m 2001-02
to 3.42 lac tonnes in the year. Ve

SPIC achieved an_annual sale of over 1 million tonnes of fertilisers -
(Urea+DAP+20:20+MOP) for the 23 year in successuon Market
collection was equivalent to 97 per cent of sales realisation, despite
the severe drought situation dunng the current year. Sales of

"4.89 lac tonnes of Gypsum was the highest so far with the previous -

best figure of 3.15 lac tonnes in"2001-02: Alum|n|um Fluoride exports
to Japan and Dubai continued during the year.

Inthe marketing area, dedicated, dynamic and motivated dealers form
a crucial link as channel partners for the industry characterised by
large volumes of operations. Factoring their role in the emerging
competitive scenario, focussed measures were implemented for
sustaining energetic and"value-driven dealers through mnovatlve and
effective forums/programmes

On customer servuce,, intensified approach on far[ﬁér focus was
maintained through a number of Farmer Services Programmes. As a
commitment to the overali development of farming community, health
campaigns were also intensified during the year.

Government Fertiliser Policy

During the year 2002-03, Government announced its policy for the
7th pricing period (for 1 July 1997 to 31 March 2000) and the 8th
pricing period {for 1 April 2000 to 31 March 2003). Until this
announcement, pending finalisation of the seventh and eighth period
pricing poticy, manufacturers were being reimbursed on the basis of
the VI-A pricing period policy. Thus, the announcement of the new
norms is applicable with retrospective effect, i.e., from 1 July 1997.

With removal of vintage allowance, the new pricing policy had
significantly affected the industry and, more particularly, the older
units. Further, due to steep and retrospective reduction in the retention
prices, several urea units fad to repay large amounts of subsidies to
Governriient which led to severe liquidity problems for them.




A new pricing policy for urea manufacturing units has been formulated
by the Government and has come into effect from 1 April 2003. Under
this policy, existing units are grouped into six categories based on
vintage and feedstock to assess the group-based concession under
the new scheme. Your Company is hereby placed under the Pre-92
Naphtha Group. The policy would be implemented in three stages as
follows:

Stage | 1 April 2003 to 31 March 2004
Stage Il 1 April 2004 to 31 March 2006
Stage 1l 1 April 2008 onwards

During stage |, Government proposes to ca!culate the weighted
average retention price (RP) for each of the groups. If the retention
_price of any single unit is more or-less than the weighted average RP
‘by 20 per cent, it would be called as “Outliers”. Final weighted
average group retention price, after excluding the.outliers, will be
computed. Units-would be paid the group price or the unit-wise RP
whichever is lower. The group concession rate on 1 April 2003 would
be computed on the input prices of the units on 31 March 2003 as
applicable. During stage II, the concession rates would be adjusted
for capital-related charges. Further, the group energy norms would be
enforced on efficiency consideration.

Durmg Stagew, the allocation of urea under the.Essential
Commodities Act, 1955 (ECA) will be restricted up to 75 per cent and
50 per cent of installed capacity (as re-assessed) in respect of each
unit in Kharif 2003 and Rabi 2003-04, respectively. During Stage-ll,
Urea distribution will be totaily decontrolied after evaluating
performance in" ‘Stage-i and with the concurrence’ of the Miriistry of
Agriculture.

The modalities of Stage-Ill would be directed by the Depaitment of
Fertilizers (DoF) -after review of the !mplementatlon of Stage-l and
Stage-Il.

The Tariff Comenission reports on phosphatics are under active
consideration of the Government of India.

Awards received

During the year, SP'IC received several awardé in recognition of its
achievements, as indicated below:

1. Environment, Protection Award in NP/NPK fertiliser plant
category for the year 2001-02 from the Fertiliser Association of
India. ' ‘

2. For the 239 consecutive year, the Company has received the

National Safety Award for the year 2001 from the British Safety
Council, UK, for Best Safety Performance.

3. Social Responsnblhty Award for the year 2001 from the Indian
Chemical Manufacturers Association (ICMA).

4. Corrosion Awareness Promotion Award for the year 2001-02 for
the R & D Lab, Tuticorin, from the Corrosion Society of India.

TUTICORIN ALKALI CHEMICALS AND FERTILISERS LIMITED
{TAC) )

TAC achieved a production of 92,448 MT (88,176MT) of Soda- Ash
and 85,173 MT (82,156 MT) of Ammonium Chloride during the
financial year ended 30 September 2002, TAC also produced
58,120 iitres (2,97,760 litres) of liquid pesticides and 4,800 litres
(6,600 litres) of Biocides during the year.
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TAC's performance for the year ended 30 September 2002 was
affected by the stoppage of production for 53 days mainly because
of non-availability of water and carbon di-oxide. Owing o the difficult
market conditions, off-take of both Ammonium Chioride and Soda Ash
had been sluggish and margins were squeezed. The company is
pursuing cost cutting and rationalization measures to.improve its
performance. The safety record of the plant continued to be good.
The Tuticorin plant has for the ninth time crossed 2 mitlion accident-
free man-hours. TAC has received certificate of merit (2001-02) “from
the Indian Chemical Manufacturers' Association for obtaining
1SO 9002 accreditation and 1SO 14001 accreditation. ’

The indian soda ash industry is facing fierce price competition
resulting from excess capacity creation and onslaught of cheaper
imports and supply of natural soda ash from the American Natural
Soda Ash Corporation (ANSAC).

INDO-JORDAN CHEMICALS COMPANY LIMITED, JORDAN (lJC)
IJC achieved a record annual production of 250,422 MT of .0, for

the year 2002 surpassing the previous best of 237,874 MT in 1998

and reached a capacity utilisation of 112 per cent with an onstream
efficiency of 126 per cent. In spite of adverse market conditions,
IJC achieved a record sales of 246,346 MT of phosphoric
acid surpassing the previous best of 236,015 MT in 1999. By
implementing many cost saving measures and bringing up the
production level to a quarter million tonnes, JC achieved a net profit
of USD 10.297 miltion as against USD 1.282 million in 2001.

The international market conditions for phosphoric acid continue .to
be difficult for the year-2003. The recent Iraq war .and steep increase
in the international price of sulphur, which is a key raw material-for
manufacture of phosphoric acid, have pushed up the cost of inputs.
1JC is making efforts to. overcome these problems.

SPIC FERTILIZERS AND CHEMICALS FZE, DUBAI (SFC)

A high level delegation led by Chairman, SPIC, had -a series of
meetings with top ranking officials of the Governments of Dubai and
Abu Dhabi, in an effort to speed up the execution of the detailed Gas
Sales and Purchase Agreement (GSPA) for the project. It is

" understood that-the Govt, of Dubai is currently négotiating the

detailed terms and conditions for the long-term supply of additional
quantity of gas to Dubai. It is expected that the arrangement would
be firmed up by the end of 2003. The Govt. of Dubai has promised
to restart the negotiations with SFC and conclude the Gas Agreement
immediately thereafter.

The Govt. of Dubai has also reiterated its earlier commitment of
assigning top priority to ‘SFC PROJECT' in the allocation of gas and
assured speedy execution of the Gas Agreement. Thus, the financial
closure of the project is expected by early 2004 and .commercial
production by second quarter of 2005.

MITOCON BIOTEC

This division comprises the Pharmaceutical Biotech activity and Agro
Biotech -activity of the Company. :
Pharmaceutical Biotech

This business unit bettered its record of the previous year in
production of Penicillin-G. The production achieved was 1600 MMU
as against 1396 MMU in 2001-02. Penicillin-G also had a record sale




at 1607 MMU (including export of 145 MMU) as against 1370 MMU
last year. This product could achieve better price realisation during
the year due to lower imports and stable intemational prices for most
of the year,

Active Pharmaceutical Ingredients, intermediates and dosage forms
have been exported to advanced markets and got better price
realisation.

Agro Biotech
New hybrid seeds in Sorghum Bajra, Cotton and Bhendi have been

developed by the breeding research team and they will be

commercialised in the ensuing year.

In Tissue Cutture, leadership status in Banana and Gerbera has been
established. Marketing has been paid special atiention to maximise
earnings

The division has bagged a turn-key contract to commlssuon a
Neem-based Biopesticides Plant in Malaysia.

CHEMICALS AND PETROCHEMICALS ,

This segment comprises the Company's investments in Tamilnadu
Petroproducts Limited, Manali Petrochemical Limited, Ind-ital
Chemicals. Limited and SPIC Petrochémicals Limited.

TAMILNADU PETROPRODUCTS LIMITED (TPL) ,

In spite of excellent performance in respect of production and sales,
TPU's profit was affected by steep increase in-input prices. The
domestic market for Linear Alky! Benzene (LAB) has shown a positive
growth in terms of overall consumption compared to fast year. Even
at existing domestic demand, per capita consumption for detergents
in India is significantly lower than in other developed countries. This
year has seen a remarkable p'erformance"df Epichlorohydrin (ECH)
plant reaching an all-time high capacity utilisation of 82 per cent, TPL
exported not only LAB to the Middle East, the Far East and Europe,
but also a significant quantity of ECH in bulk to the Middie East for_
the first time. The total value of foreign ethange earnings through
exports during the financial year was Rs. 93.64 Crores.

TPL uses' many petroleum products as key inputs whose prices are
dependent on international price of crude oil. The volatility of the oil
prices in the year under review, especially because of recent war in
the Middle. East, had an adverse impact on TPL's. profitability. The
cost of raw materials, power and fuel rose from 40 per cent of sales
in 2001-02 to 51 per cent of sales in 2002-03.

The turnover for the financial year ended March 2003 was
Rs.736 crores as against Rs.778 crores (including excise duty) in the
previous year. Profit after tax was Rs.26.03 crores as against
Rs. 53.15 crores in the previous year. The Board of Directors of TPL
recommended payment of dividend @ 12.5 per cent on the equity
share capital, a pay-out of Rs.12.68 crores (inciuding dividend tax).

With war clouds clearing from the Middie East, the costs of inputs are
expected to.come down which should lead to improved performance
in 2003-04. The captive power plant (CPP), of 18.8 MW capacity,
successfully commissioned in September 2002, would contribute to a
reduction in cost of power in the power intensive Chlor Alkali plant.

Efforts are also being taken up for further cost reduction and
enhancement of capacity, which are expected to improve performance
and financial results. :
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MANALI PETROCHEMICAL LIMITED (MPL)
Production was higher by 10 per cent compared to last year.

- Propylene Oxide, Propylene Glycol and Polyol recorded capacity

utifization of 89 per cent, 89 per cent and 86 per cent respectively and
average sale of end-products was also significantly h:gher with
flexible polyol sales peaking at 8363 MT.

Final anti dumping duty on Slab Stock Polyol was confirmed by
November 2002 for imports from the EU, the USA, Japan and
Singapore. However, dumping continues from China / Brazil.

The Company received certification under 1ISO 14001, It has
eliminated completely CFC-based products as required under ODP
Rule 2000 of the Government of India. ‘-

In order to increase the capacity utilisation of Propylene Glyco! and
Polyol, MPL proposes to import Propylene Oxide (PO): For importing
PO, it is proposed to set up a PO Import Terminal at Ennore Port for
which application has already been sent.

IND-ITAL CHEMICALS LIMITED (IND-ITAL)

The Company achieved a record production of 1601 MT during the
year and sold 1605 MT which is also a racord. The Company's net
turnover for the first time crossed the Rs.10 crore-mark and touched
Rs.10.48 crores. The Directors have recommended a dividend of 10
per cent for the year (previous year 10 per cent). *«’

During the year IND-ITAL received the ISO 9001 - 2000 accreditation
through M/s.Det Norske Veritas (DNV).

Despite the Company making steady progre_as_s.,the business
environment continues to be challenging. The Govériment of India in
its Finance Bill 2003 - 04 has reduced the basic customs duty level
on PF resins to 25 per cent from 30 per cent and this reduction might
lead to more imports. Its customer relationship..gives IND-ITAL a
sustainable long-term competitive advantage and.with the growth
expected in the automotive industry, the future presents to be bright
for IND-ITAL.

SPIC PETROCHEMICALS LIMITED (SPIC Petro) "

The Company promoted SPIC Petrochemicals Limited (SPIC Petro) in
1994-95 for the manufacture of Purified Terephthalic Acid, Polyester
Filament Yarn, Polyester Staple Fibre and Polyethylene Terephthalate
Resins. Loans and advances as at 31 March, 2003 included
Rs. 4487243 lacs (previous year Rs. 43159,70, lacs) paid to
SPIC Petro on account of advance of Rs.15079.12 lacs against Equity
(previous year Rs.15070.64 lacs), Inter Corperate Deposits of
Rs. 9756.99 lacs (previous year Rs.8052.74 lacs) and interest of
Rs. 20036.32 lacs {previous year Rs.20036.32 lacs), accrued on both.
Apart from the above, debtors also included Rs.522.96 lacs

‘recoverable from SPIC Petro.

in view of the pending litigation between Chennai Petroleum
Corporation -Limited (CPCL) and the Company and the consequent
interim injunction granted by the Madras High Court in 1997 to stop
implementation of the project, there has been a temporary suspension
of activities.The draft Memorandum of Settlement (MoS) between

CPCL and SPIC which has been approved by the Ministry of
Petroleum and Natural Gas, Government of India, in March 2001 is -

awaiting formal execution.

SPIC Petro, as. Members are aware, initiated discussions with
financial institutions and banks for resolving financial issues through




re-structuring of the loans, sanction of reliefs and- concessions and
grant of further financial assistance. A high-level meeting with the
financial institutions and banks, which had funded the project, was
held at. Mumbai in June 2001.The Lenders formed a committee
comprising representatives of IDBI, ICICI, SBi and Dena Bank to
review the project and re-appraise its viability.

The- Lenders Committee appointed the Tata Consuiting Engineers
Limited (TCE) as Lenders’ Engineer to assess the revised project cost
and the viability of the project.- TCE has completed its study and
submitted its report to 1DBI in August 2002 and IDBI is examining the
report. As things stood thus, in January 2003, ICICI Bank Limited filed
an application before the Debt Recovery Tribuna! for appointment of
a Receiver in respect of the properties of SPIC Petro. The Tribunal,
on 14 February 2003, granted interim relief by way of appointment of
a Receiver with a direction 1o get the property valued for sale. The

appeals of SPIC Petro and of the Company before the Debt Recovery

_ Appellate Tribunal were dismissed on 10 March 2003. Aggrieved by
this, SPIC Petro and the Company filed Writ Petiions before the

Bombay High Court for staying the orders of the Tribunal and of the,

Appellate Tribunal. The Bombay High Court, on 17 April 2003,

adjourned the Petitions with a direction that SPIC Petro will-not be. . -

dispossessed from the property, nor will the property be sold as
directed by the Tribunal. The High Court further directed IDBI to make
available TCE's report to the Court, o SPIC Petro and to the
Company. SPIC Peffo has to submit a report as to what are the
_possibilities of revival and how the necessary finance will be raised
and its fiabilities cleared. :

The Company is in the process of identifying a strategic partner to
invest in the project and on execution of the Memorandum of
Settlement; settle the compensation of Rs. 4303.47 lacs payable to

CPCL, and have the stay vacated by the Madras High Court. The

Company is hopeful that the project will be implemented once the
above issues are resolved. .

SERVICES

This segment consists of activities carried out by SPIC-SMO and joint
_venture companies viz., Gulf SPIC General Trading & Contracting
Company W.L.L, Kuwait, Technip India L!mlted SPIC JEL
Engineering & Construction Limited.

SPIC-SMO

During the year, SPIC-SMO successfully executed several contracts
involving Operation & Maintenance, Turnaround Maintenance,
inspection, Maintenance and Repair {IMR) Services, Extra High
Voltage Transmission Lmes (EHVT) and Railway Electrification
prest|g|ous EHVT orders from Power Grid Corporation of India Ltd, for
a value of Rs.72.98 crores, of which work for a value of
Rs.20.93 crores has been completed. The Railway Electrification
Works for supply, erection, testing and commissioning of 25 KV
Traction Switching Stations with all associated power supply
instaliations, including feeding lines- at Chennai-Egmore, Guindy and
Tambaram Stations of Chennai division' of Scuthern Railway, is
nearing completion.

Power Grid Corporation of India Ltd, New Delhi, is' planning to
* construct 60,000 kms of transmission lines in’ the next 10 years as
against 37,000 kms laid in the last 10 years. Increasing investment
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in power generation and transmission systems offers business
opportunities for SPIC-SMO's EHVT operations.

Expertise of SPIC-SMO in Commissioning Services is well-recognised
in chemical/ petrochemical projects both in India and abroad.
SPIC-SMO successfully completed in August 2002 two orders from
M/s. PETROFAC, Sharjah, and Sudan. SPIC SMO received order for
a value of Rs. 58.05 lacs from M/s. CAIRN Energy Consultancy
Services for providing commissioning services.

SPIC-SMO Workshop in Vashi, Navi Mumbai, achieved a turnover of
Rs.3.95 crores. The ONGC order for setting up a gas collecting
station at Ramnad was completed in September, 2002 in association
with Technip India Ltd. for.Rs. 13.21 crores. :

KUWAIT OPERATIONS

SPIC-SMO is currently executing a five-year maintenance contract for
Kuwait National Petroleum Company, Kuwait, for the second term
from 1899. SPIC-SMO received a variation orde; for KD 1.75 million
during the current year enhancing the total contract value to
KD 16.15 million. SPIC-SMQ Kuwait team won the Rolling Trophy for
Safety Performance in the plant for the year 2002-03.

GULF SPIC GENERAL TRADING & CONTRACTING COMPANY
W.LL, KUWAIT (GULF SPIC)

Gulf SPIC executed various design, construction and maintenance
works for KNPC, Equate, PIC, HDEC, Linde, Cegelec, etc., in Kuwait.
It achieved :a tunover of USD 5.87 million and has bagged orders
worth USD 2.9 miflion.

-" Gulf SPIC having successfully completed-a 2-year term of operation - - -

and maintenance contract with Al Ahlia Industrial Projects Co.,
Kuwait, based on its proven performance, was nominated as

* Maintenance Contractor for two more years for a contract value of

USD 1.90 million.

Guif SPIC achieved a major breakihrough in construction projects - -

with International E.P.C companies and obtained orders from Hyundai
Engineering & Construction Ltd., Korea.

Guif SPIC has good business prospects on various reconstruction
contracts in Irag. Gulf SPIC is in the process of making
consortiums / tie-ups and registering with" International
E. P. C. companies for the reconstruction projects in irag.

TECHNIP INDIA LIMITED {TPIL)

In 2002-03, Technip India Limited (TPIL) achieved a turnover of

Rs. 24.64 crores and a net profit of Rs. 3.07 crores.During the year,

TPIL successfully completed the detailed design engineering for an

LLDPE plant in iran, a gas processing facility in the Middle East and

world's biggest Ethylene plant in Iran. In addition, engineering for a

revamp and de-bottlenecking of LNG plant in Qatar was successfully
completed. In the local market, TPIL completed on schedule the

design procurement and construction management services for a gas

collecting station project in Tamil Nadu.

Currently, TPIL is working on both the front end engineering design
(FEED) and the detailed design engineering for the Urea, Off-sites
and Utility plants of the OMIFCO project in Oman, another world class
Ethylene plant in Iran, a Sulphur Recovery plant in the Middle East
and a Refinery Upgradation project in Europe. New initiatives to enter
the offshore design area, the Ethanol area in India and to expand the
client base have been initiated.




SPIC-JEL ENGINEERING & CONSTRUCTION LIMITED (SPIC JEL)
SPIC-JEL Engineering Construction Limited (SJCL) has registered

marginal growth in sales for the year 2002-03. During this period,.

SJCL has successfully executed major projects including overseas
projects namely Sharjah Cement Plant in  Sharjah and Curacao Boo
Power Project in North America. SUCL has managed to retain its

customer base in the face of stiff competition from small and medium

contractors. SJCL has bagged major projects with Chennai Petroleum
Corporation Limited (CPCL), Chennai, Mathura Refinery and Panrpat
Refrnery ,

In the fabrication shop the business volume has increased
substantially, the buik of the business being in the wind mill power
sector, :

“sJoL is.fpcussing dh ‘projects in Middle East countries. It has
upgraded its quality system to 1SO 9000-2002,

OTHER INVESTMENTS / INTERESTS:

SPEL SEMICONDUCTOR LIMITED (SPEL)

The global semiconductor market was expected to recover during
2002-03 after the depressed market it experienced in 2001-02.
However, the recovery was not of srgnrfrcance

© In 2002-03, SPEL exported 41 mrlllon ICs to its global customers and
earned a revénué ‘of Rs.53 crores. The -increase in volume and
revenue over the previous year has been 45 per cent and 48 per cent
respectively. This performance, vrewed in the backdrop of a global
market decline, is commendable.

SPEL has enhanced its capabilities during the year by adding
state-of-art die bonders, wire bonders and tape and reel machines.
This attracted turn-key orders which, in turn, provrded further value
addition to. SPEL's customers : .

A growth of 10 per cent - 12 per cent Has'been proj ected for the
semiconductor mdustry in 2003, However, the year has not begun
well with the’ uncertainty arising from the Tragi ‘war,” SARS epidemic
and lack of enthusiasm for IT investment. With the good work that
has been putin over the last 3 years in improving business prospects
and increased visibility of SPEL among US customers, SPEL is
expected to make a mark and hopefully come on the dividend list in
the near future. :

SPIC HOLDINGS AND INVESTMENTS LIMITED

The Company.disposed some of its investments to facilitate panial.'
settlement of the loan availed from ICIC! Bank Ltd. The net loss for

the year is Rs.741 lacs.

During the year, Mitocon Biotec Lid., and Proactive Decisions Ltd.,
became subsidiaries of the Company by virtue of the Company's
investments therein.

FINANCE

During the year, the debt restructuring proposal of the Company was
referred to the Corporate Debt Restructuring (CDR) Cell by Industrial
Development Bank of India. The CDR Cell approved the package in
March 2003 on certain terms and conditions for business and financial
restructuring. Loans are being restructured with varying interest rates
{4 per cent - 11 per cent p.a.) and repayment tenors (5-12 years),
including moratorium of 2-3 years, and interest funding for two years
beginning from the cut-off date 1 April 2002. The cash credit faciity
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from the working capital consortium would carry an interest rate of 6%

for the two years - 2002-03 and 2003-04 and 11 per cent p.a.
thereafter. The implementation of CDR package would benefit the
Company by way of reduction in interest cost and appropriately
designed reschedulement of {oans. The CDR package will come into
effect retrospectively from .1 April 2002, on execution of
documentation. It also includes concession on borrowings from
certain fenders, including Tamil Nadu Industrial Development
Corporation Limited (TIDCO) (Rs.5.63 crores) and Unit Trust of India
(UTI) {Rs.3.40 crores) with whom discussions are to be completed.

As may be observed from the financial statements for the year ended
31 March 2003, the Board has, in the statements, reckoned issues
relating to the Company’s investment in SPIC Petrochemicals Limited
(Rs.105.73 crores) and accumulation in its capital works:in-progress

(Rs.116.28 crores), aggregating Rs.222.01 crores.

In view of the aforesaid write off of Rs.222.01 crores, thie'loss for the
year was Rs 375.69 crores. As a result, there has been a significant
reduction in the net worth of the Company as at 31 March 2003, at
Rs.10.93 crores, compared to the peak networth of the past four years
(Rs.653 crores in 1999-2000). Thus, your Company is attracted by
Section 23 of the Sick Industrial Companies (Specnal Provisions) Act,
1985 relating to potential sickness.

PUBLIC DEPOSITS

As on 31 March 2003 the outstanding public deposrts aggregated
Rs.28.99 crores and the overdue unclaimed deposits covering
745 deposrtors amounted to Rs.1.42 crores.

HUMAN RESOURCES DEVELOPMENT

The Company is conscious that a motivated work force could drive
accelerated performance to achieve its corporate goals. With this
objective in view, the Company from its inception has formulated well
thought out policies to extend innumerable welfare-measures to its
employees and their families, which over the years have been
constantly |mproved

1

In order to keep pace with the changing business. envrronment thie
Company has engaged the services of MERCER, a global HR
Consultant, to develop a new Human Resources strategy for the
Company and also to develop a revised Organisation Structure and

- Role Descriptions clearly defining the roles and responsibilities of ali

the positions. The revised organisation structure is being
implemented and it is expected fo bring in more empowerment in afl
levels. e

MERCER has also been entrusted.with the assignment of working out
a new compensation structure for the Company. Also, in order to’
achieve the goal of higher productivity, Total Quality Management
{TQM) initiative has been launched. TQM motivates employees to
come out with innovative ideas and suggestions'ki‘n the areas of cost
control, reduction in raw material usage, elimination of wastage,
reduction in energy consumption and value addition in day-to-day
activities. It is encouraging to note that 20 projects and 40 small
group. activities are aiready in progress

CORPORATE GOVERNANCE

A Report on Corporate Governance forms part of this Report. The
Management Discussion & Analysis Report is also annexed to this
Report. Certificate of the Statutory Auditors, Mfs A F Ferguson & Co.,




confirming compliance with clause 49 of the Listing Agreement with

Stock Exchanges in India, rela rng to Corporate Governance, is

annexed

DELISTING FROM SOME STOCK EXCHANGES

The equity .shares of your Company are listed on nine Stock
Exchanges.viz., Ahmedabad, Bangalore, Calcutta, Cochin, Delhi,
Hyderabad, Madras, Mumbai (BSE) and National Stock Exchange of
India Limited {NSE), Mumbai. .

In recenI‘ye‘ars, with the formation of the two depositorie'sf

viz., Nationak Securities Depository. Limited (NSDL) and Central .

Depository Services (India) Limited. {CDSL), and with the Securities
and Exchange. Board of india. (SEBI) notifying most of the listed
securities to.be compulsorily traded/settled in dematerialised/
electronic form, en masse shift of trading operations by-the investors

to the automated, networked exchanges has taken place. This has

resulted in extremely low volume of transactions across all thel
remaining Stock Exchanges rncludrng the regronal Stock Exchange of

the Company, viz, Madras St ock Exchange Limited, Chennar

" Taking into” account these developments, the Securities and~
Exchange Board of India.has recently-formulated.its SEBI (Delisting

of Securities) Guidelines, 2003, providing listed- corporates.with an
exit route for delisting securities from stock exchanges-subject, to
compliance with the stipulated procedure which, inter afia, provides

that the Company shiould continue 10 list its seourmes on a Stock

Exchange having nation-wide Iradrng IermrnaIs (Irke the NSE)
The Board of Directors of the Company has, therefore,
recommended for members' approval, the-proposdl-10 voluntarily
delist the Company's equity shares from all stock exchanges except

the NSE, with effect from 1 Aprrl 2004, subject-to, requisite statutory‘_

e
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AUDIT COMMITTEE o R

The Company has an Audit Committee of the Board of Drrectors the
composttion, role, functions and powers of which ‘are in accordance
with the requiréments of the Companies Act, *1956 and Listing
Agreement with the- Stock Exchanges. The:Committee consists
of Thiruvalargal Dr-K U Mada (Chairman), Arun.Ramanathan, 1AS,
N Narayanan, |1AS, N'R Krishnan and Dr. P L SanJeev Reddy.

DIRECTORS’ RESPONSIBILITY STATEMENT

in accordance witly the requirements of Seclion’ 217({2AA) of the
Companies Act, 1956, the Directors of the Company declare that:

approvals

(i) in the preparation of the annual accounts, the applicable
accounting standards had been foIIowed:annq with proper
explanation relating to material departures; .-,

the Drrectors had selected such accountrng polrcres and applied
them consrstently and made Judgemen s and estimates that are
reasonable and prudent so as to give a true and fair view of the
state of affairs of the Company as at 31 March 2003 and of the
foss of the Company for the year ended on tha t date;

(i} the Directors had taken proper and su,ffrcrent care for the
maintenance of adequate accounting records in accordance with
the provisions of the Companies Act, 1956, for safeguarding the
assets of the Company and for preventing and detecting fraud
and other iregularities; and .
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(iv) the Directors had prepared the annual accounts on a go~ng
concern” besis.

AUDITORS

As regards the observatron of the Auditors vide para (f) of their report,

the Notes on Accounts No 9 give the current status of the SPIC
Petrochemicals Limited. The Company is in the process of identifying
a strategic partner to invest in the project and on execution of the
Memorandum of Settlement, settle the compensation ‘to' CPCL and
have the stay vacated by the Madras High Court. The Directors are
hopeful that the prorect will be implemented on resolving all the
issues.

As régards the observation of the Auditors vide para (g) of their
report, the Notes on Accounts No 10 provide the reasons for
reworking the subsidy entitlement for the period from 1 July 1997 to
31 March 2002. The Company is advised that some of the policy
parameters with regard to reassessment of plant capacities;
withdrawal of vintage allowance and increase in normative levels of -
capacity utilization can‘not be amended retrospectively. The Company
is.in the process of representing to the Government and .intends to
take up the above issues in a phased manner, The Directors are
hopeful of recovenng the sard amount

As regards the observatron of the Audrlors vrde para ( ) of their.
report,-the' Notes on-Aceounts No 11 provide the basis for the claims
with- the Government of India. The claims are being followed.up with .
the Government of India and the Directors are hopeful of-realising the
amounts |n due course.

As regards the observation of Ihe Auditors vide para (i ) of their report,

“the Netes on-Accounts No 12 provide the reasons for optimism in the

recovery of such amounts from the promoted companies. In view of

the long-term involvement with these companies, the Directors are of

the view that no. provision is required to be made for the. above

invesiments, Joans, advance against equity, guarantees, interest and
other recoverables aggregating Rs 24416 lacs.

As regards the observation of the Auditors vide para (j) of their repon,
the Notes on Accounts No 13 provide the scope of recovery of such
amounts. Efforts are being made to recover these amounts and the
Directors are of the view that no loss may arise on this account.

As reqards the observahon of the Auditors vide para (k) of their report,
the Notes on Accounts No 14 provide the current status of the
Corporate Debt Restruciuring (COR) programme. The CDR Cell
approved the package vide its letter dated 19 March 2003, under
certain terms and conditions for the business and financial
restructuring, including sharing of security among lenders. The forty
participating fenders will now be taking necessary steps to obtain
approvals from respective authorities to effectuate the package at the
earliest. The COR package will come into effect on execution of
necessary documents. The Drrectors expect the COR package to be

" implemented soon.

DIRECTORS »
Thiruvalargal S Venkitaramanan, M G Thirunavukkarasu and
N R Krishnan, retire by rotation at the ensuing Annual General
Meeting and being eligible, offer themselves for re-election as .
Directors.




The Board regrets the sad demise of Thiru S Gurumurthy, Nominee
Director of Unit Trust of India on 25 January 2003 and places on
_ record its appreciation for the invaluable service rendered by him as
a Director of the Company.

Thiru J M Garg was appointed as a Non-rotational Dlrector
representing Working Capital Consortium with effect from
26 July 2002.

Tamilnadu Industrial Development Corporation Limited (TIDCO)
nominated Thiru K Skandan, IAS as a non-rotational Director and
withdrew the nomination of Thiru M Madhavan Nambiar, 1AS,
with effect from 31 October 2002. The Board places on record
its appreciation for the invaluable service rendered by
Thiru M Madhavan Nambiar, (AS, as a Director of the Company

Thiru A Santhanakrishnan, Whole-time Director retired from the
service of the Company and resigned as Director with effect from
1 February 2003.The Board places on record its appreciation for the
invaluable service rendered by him as a Director of the Company.

Thiru V R Mehta was appointed as a Nominee Director, representing
UTI Asset Management Co. Pvt, Ltd., with effect from 30 April 2003.

Thiru Jawahar Vadivelu was co-opted as an Additional Director of the
Company with effect from 30 April 2003.

In accordance with Clause 49 of the Listing Agreement with the Stock
Exchanges, particulars relating 1o the Direclors, seeking re-election,
appointment/re-appointment at the ensuing Annual General Meeting
are furnished under the Corporate Governance Report,

CONSERVATION OF ENERGY, TECHNGLOGY ABSORPTION,
FOREIGN EXCHANGE EARNINGS AND OUTGO

in terms of Section 217(1) (e) of the Companies Act, 1958,
information relating to conservation of energy, (Form-A) technology
absorption and foreign exchange earnings and outgo is set out in the .
Annexure, forming part of this report.

* PARTICULARS OF EMPLOYEES

A statement giving the particulars, as required under Section 217 (2A}
of the Companies Act, 1856 and the rules framed thereunder, is
attached and forms pant of this report. "

ACKNOWLEDGEMENT

Your Company is grateful for the co-operation and continued support
extended by the Department of Fertilisers, Ministry of Agriculture and
other. Departments in the Central Government, Government of
Tamilnadu, other State Governments, Tamilnadu Industrial

- Development Corporation Limited, Tamilnadu Electricity Board,

Reserve Bank of India, Financial -Institutions, Foreign Institutional
Investors, Banks and Insurance companies. The Directors greatly
appreciate the dedicated and sincere service rendered by all
employees of your Company. The Company's endeavour would be
to merit the confidence reposed in it by its stakeholders,

On behalf of the Board_

Place : Chennai Dr.’A € MUTHIAH
Date . 26 June 2003 Chairman

ANNEXURE TO DIRECTORS’ REPORT

Particulars required: under the Companies (Disclosure of Pamculars
in the Report of Board of Directors) Rules 1988, for the year ended
-31 March 2003.

A. Conservation of Energy

An Energy Audit group, consisting of senior professionals, is
concentrating on various energy-saving measures. This group
identifies potential areas, undertakes detailed study and makes
suitable recommendations for implementation. Efforts are
continuously being made to reduce energy consumption in the
plants. Some of the activities implemented during the year are:

< In Ammonia plant, cooling water header pressure was
reduced by installing a new small capacity booster pump to
feed cooling water to exchangers that need higher pressure.

% In Ammonia plant, steam generated from Reformed Gas
Boiler which is at lower pressure was lined up fo 106 kscg
header during start up of Ammonia Plant which reduced the
consumption of steam.

% Turbo-generator steam exhausj system modified which
resulted in increase in power generation by 100 KW.

"% Contracted maximum demand of TNEB power was reduced
by 5350 KVA by optimising the power requirement to save on
cost,
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<+ In Urea Plant the fiow orifice at the suction of carbon di-
oxide booster compressor for anti-surge flow-measurement
was removed and a new orifice flow-meter was installed at
the discharge of booster compressor. The size of carbon-di-
oxide gas line at the downstream of booster after cooler was
also increased. By this energy requirement across the
compression system was reduced.

< Normally, Sulphuric Acid plant (SA) is started by drawing
steam from Off-Site Boiler. By revising the start-up procedure,
SA plant started from cold condition by using self-generated
steam instead of steam from Off-Site Boiler.

# Dust recovery system in Phosphoric acid plant was modified
with a single dust collection’ duct replacmg smaller dust
collectlon ports.

B. Technology Absarption

As given in Form ‘B’ , attached hereto.

C. Foreign Exchange Earnings and Outgo

Foreign Exchange Earnings Rs. 20080.61. lacs

Foreign Exchange Outgo  Rs. 30687.97 facs




FORM A (See Rule 2)

FORM FOR DISCLOSURE OF PARTICULARS WITH RESPECT TO CONSERVATION OF ENERGY o
C Current year ‘Previous year

. 31 March 2003 31 March 2002

A) Power and Fuel Consumption : .

1} Electricity:™ ‘ . _ .
a)  Purchased Unit MWH 49409 53414

Total amount Rs. in lacs 2939.57 2711.55
Rate per unit ' _ \ ' Rs./KWH "5.95 5.08
b) Own Generation , : ‘ ’ N :
i) through Diesel Generator Unit MWH 36747 41797
Unit-per litre of diesel oil , KWHilitre 386 3.91
- Cost per unit o ) Rs./KWH T334 277
iy " through steam turbine/generator Unit ' O MWH 94782 92444
- Unit per litre of fuel ol , KWHlitre 298 C 293
. Cost per unit . _ Rs./KWH ' . 431 . 332
2)  Coal (Specify Quantity & where used) o . :
Quantity © - a - S - -
Total cost’ - ‘ - . - ‘
Average Rate . o - -
3)  Furnace Oil - LSHS ‘ . ‘
Quantity  ~ i ‘ ‘ . . MT in lacs. - 163 e - 183
Total cost Rs.inlacs .. 2048984 - ... 1530885
Average Rate S . Rs.'per MT- -.. 1254064 .- - - 9406.36
T ) e T * " Current year Previous year

. 31 March 2003 31 March 2002
B) Consumption per MT of production (Energy intensive products only) ) ‘

Ammonia - . Production .. | DTV 332378 345024
Electricity S ' KWH 60 ' 60

. Fuef ol . : MT ©0.267 0.251

Urea h Production - MT 569281 - ' 600110
) Electricity _ KWH 130 123

Fuel ail : , MT - 0.069 - 0.067

-DAP Production ' . MT 288348 301869
= Electricity KWH ‘ 47 .. 45

- Fuel oil - ‘ . MT 0.004 . 0.003

Complex Production o T : MT 52227 L 43077
{2020y ' Electricity S o KWH 58 _ 71
: Fuel ol N MT O oom 0015
Penicillin - G _ Production o o MMU 1600 1396
Electricity R KWH 24135 31282

Fuet Oil B - - MT 287 "3.57
FORM B (See Rule 2) '

I.  SPECIFIC AREAS IN WHICH R&D IS CARRIED OUT BY THE COMPANY
1) R&D activities carried out by the Company at its Fertiliser Complex are in the areas of chemistry, chemical engineering and process
biotechnology. . .
2) R&D activities carried out by the Company in pharma business are as follows
% Development of new products and process improvement in drugs and formulations at the Pharma R&D Centre,

< Continuous strain improvement and process technology improvements to achieve increased productivity in the production of
Penicillin-G. .
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BENEFITS DERIVED AS A RESULT OF THE ABOVE R&D WORK

) Methods were developed for improving the colour of DAP and. NP 20:20.

}  An improved catalyst was developed for the preparation of cyanopyrazine from methylpyrazine with increased yield and throughput
} A fuel additive ‘Dieselmix’. for improving the combustion of diesel and kerosene was developed at [aboratory level.

) A cost-effective new biocide TA-101 was deveioped for cooling water treatment.
)
)
)

2

1

A new corrosion inhibitor for cooling water application was developed at laboratory level.

Laboratory processes were developed for the preparation of (1) citiolone; (1) N-tertiarybutyl acrylamide; and (It} furoic acrd
7)" R&D efforts have resulted in improvement in operating efficiencies and impraved productivity.
FUTURE PLAN OF ACTION '
Efforts will be continued on speciality products and process-related technologies.

Efforts will continue in the main areas of development of off-patent products and improvement of exist ing products and processes so as io
reduce costs where possible:

IV. EXPENDITURE ON R & D : 2002-03
‘ (Rupees in lacs)

12.31
- 369.13

36144
©0.22 per cent

Capital expenditure
Revenue expenditure

Total

Total R &D expendrture as a percentage of total turnover

TECHNOLOGY ABSORPTION, ADAPTATION AND INNOVATiON

P

Year of -} ‘Has technology

. Technology lmporte'd’v import |- been fully absorbed Beneﬁt 'denved
1. 'Modernisation of Reformer-and Conveotion section of Ammonia plant. 1998 . Yes Rehabmty Improvement
2. Dual activated Dual pressure Glycine based - ‘ 1998 Yes Pollution Confrol
- €O, removal System for Ammonia plant. N
3. New strain from M/s PanLab, Taiwan for the productio‘n\of Penicillin-G. | 2000 Yes Productiyify, enhancement

Statement showmg the particulars of Employees of -the Company, as fequired under Sectron 217 (2A) of the Companies Act, 1956 read wrth the
Companres (Partlculars of Employees) Rules, 1875 -and forming part of the repart of the Board of Directors for the year ended 31 March 2003.

Designation and Date of Gross
Name 9 .~ | Age Quafification Experience Last Employment | Commencemeént | Remuneration
Nature of Duties -
of Employment (Rupees}
Thiruvalargal : o et
Muthiah, Dr. A C | Chairman 62 | BE. {Mech), Management Studies, 33 Executive Vice-President | 1 October 1983 7553866*
University of Detroit, USA (Admn & Personnel) e
Babu K Verghese | Managing Director { 59 | B.Tech. (Chem). 35 Managing Director, 1 Cctober 2001 2911641
. .- Indo-Jordan Chemicals T
' Company Lid.

The nature of employment in all cases is contractual.
* Includes Rs 30,00,000/- (relating to the years 2000-01 and 2001-02) paid during the year wrth the approvél of the Centrat Government

Gross remuneration excludes terminal benefits and the contribution to gratuity and superannuation funds made during the period as the contribution
has been made covering all the employees to approved gratuity and superannuation funds, based on actuarial valuation. .

None of the above employees is related to any of the Directors of the Company, except Dr.A.C. Muthiah, who is related to Thiru'Ashwin C.Muthiah,
Vice - Chairman and Thiru Jawahar Vadivelu, Dirgctor of the Company.

24




St i e e e

Sreic

MANAGEMENT DISCUSSION AND ANALYSIS REPORT
FERTILISER BUSINESS

. REVIEW OF ECONOMY :

As per the Economic survey 2002-03 the GDP growth for the year
2002-03 is about 4.4 percent as against 5.6 percent in 2001-02. It was
a bad monsoon year.The monsoon failure has affected agriculture
severely with agriculture and allied GDP declining by 3.1 percent from
5.7 percent growth in 2001-02. This deceleration in growth, in
2002-03, clouds an across-the-board improvement in the growth

performance of Industry and services from 3.3 percent to 6.1 percent

and from 6.8 percent to 7.1 percent respectively, between 2001-02
and 2002-03.Indications are that, inspite of a severe monsoon
deficiency,the rebound in growth observed since 2001-02 gained
momentum in industry and services sectors in the current year.

AGRICULTURE SECTOR

Under the Tenth Five-Year Plan; (2002-03 - 2008-07), the Government

has vowed to achieve a growth rate of 8.0 per cent per annum in the
GDP in order to make an influence on poverty and unemployment,
To facilitate this, it has fixed a target of 4.0 per cent growth in the
agriculture sector.

The role played by the fertilizer sector in increasing the foodgrains
production can hardly be over emphasised. The increase in fertilizer

consumption has contributed significantly to a sustained improvement

in the production of foodgrains. From a modest 51 million tonnes in
1951-52, the foodgrains production rose to 184 million tonnes in
2002-03. Although per hectare consumption of fertilizer nutrients in
India is less than other developed and developing countries, it has
increased by nearly 100 times since independence. India, today, is
the third largest consumer and producer of fertilisers in the world.

India's consumption of plant nutrients per hectare of arable land -

stands at 106 kg against the world average of 94 kg but compares
poorly against 129 kg by Pakistan, 154 kg by Bangladesh, 271 kg by
china and 360 kg by Egypt.

INDUSTRY PROFILE

With an investment of R$.26,000 crores, an annual turnover of
Rs.33,000 crores, total installed capacity of 17.1 million tonnes of
Nitrogen and Phosphates as on 1 October 2002, and with a total use
of 17.4 mllhon tonnes (all nitrients) India ranks the third largest
producer and consumer of fertilizers in the world.

" At present, there are 66 large-sized fertiiser units in the Country,
manufacturing a wide range of nitrogenous and phosphatic/complex
fertilisers, besides a large number of medium and small single super
phosphate units. The industry is dominated by PSUs and
Co-operatives.The industry is highly complex and heterogeneous
consisting of plants using a wide variety of feedstock, varying
capacity, technology, vintage and s¢ on. This is entirely due to historic
reasons and the decisions taken by the Government on economic and
strategic considerations keeping in mind the national priorities.

Many fertilizer plants in India have continuously endeavoured to bring
about improvement in performance with a view to matching
international standards. In a span of four years, 40 major nitrogenous

" - and complex plants have got ISO 14001 certification.
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The phenomenal increase in the prices of various feedstock
viz,, naphtha, fuel oil, LSHS and gas coupled with virtual stagnation
in the farmgate price of urea for a fairly long period has led to
burgeoning subsidy bill of the Government of India on domestic
Urea.The industry is used as a channel for administering the fertiliser
subsidy to the farmers in view of the large farmer base and dispersal
of this base across the length and breath of this Country.

Consumption of the three fertiliser nutrients, N,PK, needs {o be
balanced taking into account soil type, conditions and agricultural
requirements. Decontrol of phosphatic and. potassic fertilisers, in
1692, led to prices of these fertiliser nutrients increasing dramatically
causing a serious imbalance in the NPK ratio with usage of fertiliser
shifting in favour of nitrogenous fertilisers. Continued control on urea
along with its stagnant price has also contributed to the imbalance
situation.This led to concerns about the negative impact on soil
fertility and re-usability over the long term.

A significant increase in the concession on domestic DAP and cther -
complex fertilizers in July 1996 and thereafter, helped in mitigating the
imbalance in the price ratio to some extent thereby resulting in
recovery in the consumption of P and K fertilizers. However, the DAP
to urea price ratio continues to be significantly imbalanced at 1.94 as

_against 1.53 before the decontrol.

Location of nitrogenous fertilizer plants in India‘is highly skewed in
favour of western and northern regions. Very few plants are located
in the north-east region. This pattern of location of the plants makes
large scale, long distance movement of fertilizers inevitable.

Due to non-availability of indigenous raw material sources, the Indian
fertilizer sector source many vital inputs from the international
markets. The entire requirement of sulphur has to be met from imports.
Over 90% of the rock phosphate requirement is imported. About two-
thirds of the phosphoric acid requirement is met from imports. The
entlre potassic fertilisers are imported.

The fertilizer industry in India is passing through an extremely critical
phase, i.e. emerging out of a highly protected environment into an
environment of liberalisation encompassing among other things
decontral, ' '

REVIEW OF CURRENT YEAR PERFORMANCE:

it was a bad monsoon year. Month of July normally receives one-third
of the total monsoon season rainfall and is therefore crucial for
triggering farm activity throughout the Country. But the rainfall of
July 2002 was almost half of the normal and the subdued rainfal
in, the subsequent months also did not make up for the deficit.
Consequently the Country faced one of the worst droughts.

This year's monsoon season rainfall~ (June-September) for the
Country as a whole was 19 percent below normal causing 29 percent’
of Country's area to face drought conditions with 10 percent area
falling under severe drought conditions.July, normally the rainjest
month of the year, was the driest month with 49 percent shortfall,
which is a record low in the past 100 years.




On all India basis, the sale of Urea declined from 19.75 miliion
tonnes during 2001-02 to 18.63 million tonnes during the year
registering a & per cent drop in sales. Sale of DAP declined sharply
by 12 per cent from the last year 6.16 million tonnes to 5.43 million
tonnes. Sale of MOP dropped by 6 per cent from 1.98 miliion tonnes
in 2001-02 to 1.86 million tonnes during the current year.

The resilience exhibited by the Indian farming community in adapting ’

to the drought situation is commendable in the context of higher food
grain production of 184 million tonnes compared to 1987 (Jast drought
year, foodgrains production was 140 million tonnes) with area under
cultivation remaining stagnant. This goes to prove the competency of
Indian farmers to absorb modem farm practices and improve the
efficiency of operation.

FEEDSTOCK RELATED ISSUES :

Urea is produced in our Country using a variety of feedstock,
viz., natural gas, naphtha, fow sulphur heavy stock (LSHS), fuel oil
and coal. The choice of feedstock has largely been determined by

Government policy prevailing at a particutar point of time. The-plants -

commissioned in the 1960s and 1970s used naphtha as feedstock.
Subsequently, with the competing demand on lighter fractions of
refinery products,' on the one hand, and no particular use for heavy
fractions on the other, the Government of India took a deliberate
decision to promote the use of heavy petroleum fractions as feedstock
for production of fertilisers. With the discovery of oil and gas in
Bombay High region in the 1970s, large sized plants using gas as
feedstock were commissioned; .,thural gas is.the most Wwidely used
feedstock in India accounting’ for°s0 per cent of urea capacity. -

During the last two decades, naphtha pnces»have mcreased 21 times, '~
furnace oil price increased nine times, gas’ price ‘increased "betiveen”

nine to 12 times, depending on location and rail freight increased five
times. Such steep increasé in the prices of feedstock coupled with
stagnant farm gate price of Urea has resulted in the increase in the
subsidy bill of Government.

Currently, natural gas pricing is administered whereas naphtha prices
are decontrolled However, Government of India is in the process of
finalising the long-term gas pricing policy.

Feedstock cost is one of the key reasons for large variations in costs
between units and for the higher costs vis-a-vis imports. Energy costs
in West Asia (major exporting countries) are at less than half the level
of domestic gas-based piants.

The recent discovery of large quantities of gas reserves on the east
coast is a promising development for the domestic fertilizer industry
and has the potential of dramatically changing the fortunes of the
industry. The available gas resources in the Country were dwindling
and aimost all units were facing shortage in gas supply. The domiestic
industry was increasingly looking at options of Liquified Natural Gas
{LNG) and setting up joint ventures abroad. Discovery of new gas
reserves will certainly increase the opportunities and options available
with the domestic industry to cut costs.

With supply projection of 50 millicn cubic metres of gas per day, there
would be enough gas to take care of a significant portion of the

LRI
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fertilizer industry's requirement even after substantially taking into
account the demand of power and transportation sectors. The issue
that will have to be immediately addressed is setting up of a supply
grid that can encompass all the fertilizer units dependent upon
naphtha. The gas find in the Krishna-Godavari basin has serious
implications for naphtha and LNG suppliers. This will create a naphtha
surplus situation in the Country and naphtha producers will either have
to cut costs in order to compete with gas or look for export markets.

The critical issue for the fertiliser industry is the pricing of gas. For
the fertilizer units, the yardstick will be the cost of gas with respect
to the cost of naphtha. The switch to natural gas will take place as’
long as the overall energy cost comes down and not otherwise.

It is imperative that the Government of india announces a feedstock
policy linked to the Urea price which will facilitate the industry to
minimise uncertainties of return on investment.

. SEVENTH & EIGHTH PRICING POLICY PROPOSALS :

- " The pricing. pohcy of lurea is determingd for d three-year, period. The

’ 6th pricing period, which came into efféct from 1 April 1991 for three

years was extended up to 30 June 1997 by the decision of the
Government of the pesiod. Curing the year 2002-03 Government has
approved the policy for 7th pricing period effective from 1 July 1997
t0.31 March 2000 and 8th pricing period effective from 1 April 2000
to 31 March 2003.

The approved pohcy alms at updatuon with regard to capital additions,

" ‘sdfaries: and wages JFépairs and maintenance, paclgng material,
“selling expenses ofher overheads gtc. The pol|c§l‘ also aims at
. bnngmg about improved energy. consumption norms, higher capacity o

utthsahon reassessed productlon capacity and withdrawal of

allowances based on plant vintage.

UmH now; pending finalisation of the seventh and eighth period
pricing policy, the Retention Price (RP) mechanism was operating
on the basis of the VIA pricing period policy. Thus, the announcement
of the new norms is applicable with retrospective effect,
ie, 1 July 1997.

The changes in the policy parameters under the 7th and 8th pricing
had significant negative impact particularly on the older units due to
removal of the vintage allowance. Further, due to steep reduction in
the retention prices retrospectively, several urea units had to pay back
large amounts of subsidy to Government leading to severe liquidity
problems.

NEW PRICING POLICY FOR UREA MANUFACTURING UNITS

The commitment of the Government, in the fast changing economic -
scenario, has been towards gradual deregulation of the economy,

increasing international competitiveness of fertilizers at par with the

best in the world, adoption of most modern and efficient technological

practices of production, and all-round and balanced growth of the

sector, Government, with 'a view to neutrafize the cascading impact

of subsidy had gone for review of the Retention Pricing Scheme

(RPS), which came into.existence during November 1977.

The new scheme has come into-effect from 1 Aprill 2003 and is being
implemented in stages.




. Stage-!

1 April 2003 to 31 March 2004.
Stage-ll 1 April 2004 to 31 March 2006.
Stage-ill © 1 April 2006 onwards.

i T
There are six groups based on vintage and feedstock for determining

the group based retention price under the new Scheme, namely,’

pre-1992 gas based units, post-1992 gas based units, pre-1992
naphtha based units, post-1992 naphtha based units,
fuel oil / low sulphur heavy stock-(FO / LSHS) based units and mixed
feedstock based units. The mixed feedstock based group shalt
include such gas-based units that use alternative feedstock/fuel to the

extent of more than 25 per cent as admissible on 1 Aprit 2002,

Classification of units among different groups so determined shall
remain unchanged during Stages- and 1i.

Under the new scheme, during stage-! those units which have lower

retention price than the weighted group ‘average are to get the

concession as per their individual retention price. The remaining units
. are to get the concession based upon the weighted group average
retention price. If the retention price of any single unit is more or less
than the weighted average RP by-20 per cent it would be called as
“Outtiers’, Final weighted average group retention price after
excluding the outliers will be computed. This basis. would. be valid for
stage Il also. The outliers will get a rate of concession based upon
the group weighted average (after excluding outliers) and. a structural
adjustment which will be 50 per cent of the difference between their
respective retention price and the group average. After
commencement of Stage-l and also-beyond Stage-ll, .any investment
made by the units for improvement in operations' will not be
recognised. There shall be no mopping up of gains of the units as
a result of operational efficiency.

During Stage-ll, i.e. from 1 April 2004, there will be no special
treatment for the outliers and all the units will be' considered on the
same basis as outlined earlier for stage-I. The concession rates shall
be adjusted for reduction in capital rélated charges. Further, the group
energy norms would be enforced on efficiency considerations, The
Department of Fertilizers would take into consideration the
recommendations of the Gokak Committee in determining the group
energy norms. As per the Gokak Committee norms , SPIC is among
the most energy efficient companies in the pre 1992.Naphtha group.
The scale of reduction on account of capital reiated charges (CRC)
would aiso be finalized by the Department of Fertilizers. Thus the
adjustments on account of CRC and group energy norms effective in
Stage-Il would be madé known to units so that they have reasonable
time for making necessary technological and other structural
adjustments.

Under the new scheme, cost components relating to salaries, wages,
repairs and maintenance, etc. and the capital related charges stand
frozen up to the level of 31 March 2000 and no further escalation will
be allowed on these-items of costs. The component of variable costs
comprising of feedstock and fuel, purchased power and water alone
will go towards calculation of .escalation/de-escalation in the
concession rate. There shall be no capping on production of urea and
units are permitted to sell production beyond reassessed capacity at
the MRP.

Seic

Under the new policy, the movement and distribution of 25 per cent
of production capacity of urea has been de-controlled for Kharif
Season-2003-04. The urea companies are free to sell anywhere in the
Country but at'the statutorily notified sale price. The quantity of urea
outside ECA allocation will increase to 50 per cent-in the next Rabi
season - 2003-04. Beginning 1 April 2004, urea distribution is
targeted to be totally de-controlled. Under the new scheme, the urea
units are free to sell by-products such as ammonia, CO,, etc. in case’
considered surplus.

" The modalities of Stage-Ill would be directed by the Department of
Fertilizers (DOF) after review of the implementation of Stage-l and
Stage-ll.It is estimated that the industry is expected to.lose around
Rs. 600-800 crs. because of this policy impact. L

The Government expects that the new pricing policy for urea units will
boost production, encourage internationally ‘competitive production
practices, substantially reduce the burden of urea subsidy and

* promote greater transparency, uniformity and efficiency for all round
"~ harmonious development of the industry as a vigorous sector of the

© " Indian economy. '

" WTO COMPATIBILITY OF GOVERNMENT POLICY :

Some of the key issues pertaining to the fertilizer sector under the
WTO such as WTO compatibility of RP mechanism, sustainability of
fmports through designated state_trading enterprises (STEs), bound
+~duty on imported urea-elc.,, are yet to be addressed by the
- Government,

~

N ..The Government should formulate appropriate WTO compatible
. “.strategies to ensure the continued viability of the domestic industry on

. the ‘one hand and adequate supply of fertilizers at an affordable pnce
. to the farmer on the other.

'FUTURE SCENARIO AND GROWTH OPTIONS

.-Being a major consumer, India can play an effective role:in guiding.
the international prices of raw materials and intermediates for fertiliser
manufacture. So far, wide fluctuations in international prices as a
consequence of India entering the market with large requirements has -
not been 1o our advantage. International prices firm up when there is
-strong need for imports by India and when India withdraws from the

-world market the prices fall. India, therefore, finds itself in a
paradoxical position. ft is'in a market where it exercises a strong
influence but is unable to benefit in terms of price. Negotiating
efficient import contracts is therefore, another area where domestic
industry should concentrate to cut costs.

In view of inadequate availability of the basic raw materials viz., rock
phosphate and sulphur, for production of phosphatic fertilizers, the
Indian fertilizer companies should promote joint ventures (JV) in
countries where these raw materials are available in plenty. The
Government should give necessary incentives for the same which
would ensure purchases of finished products at competitive prices.

In a competitive environment, cost of production has to be reduced
and high quality products delivered. Choice of raw materials has to
be such that the quality products are manufactured in the most cost-
effective manner. Further, there is need to manufacture a variety of
NPK formulations in order to meet the requirement of vanous regions
and crops.
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The fertilizer industry should get involved in the production of
nutrients that combine chemical fertilizers with compost produced

. from organic waste and biofertilizers. Further, farmers should be
educated in making best possible use of techniques and technologxes
of modern agrlculture

There are continuous develcpments in the NPK manufacturing
technology in regard to the design of pipe reactors and measures for
environmental control. This should be fully exploited in order to
improve the throughput of the plants, manufacture. a-wide range of
products and maintain the product quality. New Technologies can also
provide flexibility with regard to the type of raw materials used and
hence, reduction in cost of production. Attention-has also to be paid
lo minimise adverse impacl on environment ysing the latest
‘technological developments. . e

Ina srtuatlon of decontrol the manufacturers should make efforts to
brmg about |mprovement in the entlre logistics ‘of marketing and
_distribution with_ a view to ensure prompt delivery of material in the
required quantmes to the farmers in a cost eﬁectlve manner._ The
moverment of fertilizer in bulk should be promoted as lS the practlce

.. in many other countles of the world and s aso ‘the position in the

. cement lndustry """
“The Fertilizer industry will have to be an activé partner in the: efforts
‘to improve the-'niitrient use efficiency by providing holistic services
viz., soil analysis, soil test based:fertilizer- ise recommendations,
irrigation practices, crop protection services and so on to the farmers.
Besides creation of additional soil testing facilities, there is need for
mcreasmg the uttllsatton of the exrs |ng lnfrastructure B

. The: mdustry will - have to undertake a. focussed drive fo. popularize
ferop-$pecific’ -and “soil-specitic” application af-fertilizers to remedy
the nutrient imbalance and reduce the widening gap between nutrient
mining and replenishment. The industry is committed to promote
" Integrated Plant Nutrreht System (lPNS) approach

.Both publlc and co-operatlve sec 0ors have a srgntflcant presence in
the fertiliser sector. Government of India is in the progess of divesting
its stake in various PCUs which is expected to reduce the share of
combined capacity in public sector and co-operative sector. This will
Jead to emergence of private sector players with large capacities.

PR

AREAS OF CONCERN IR

The long term urea policy has not addressed several major
recommendations of Expenditure Reforms Commission viz., increase
“in the selling price of urea by:7 per cent per annum feading to its
eventual decontrol in 2006, switch ovér of all non-gas based: plants
to use of domestic gas or imported LNG and their treatment under the
concession scheme, policy towards setting up of-new capacity and
complete withdrawal of dtstrlbuhon control

Sulphur is an important nutrlent for some crops and ls\usetul for
- application in sulphur deficient soils. The viability of complex
fertilizers like 20-20-0 which supply this nutrient is getting affected on
account of no compensation available .under the pricing and
concession mechanism.

Tariff commission has completed the study on Phosphatics which is
under the active consideration of the Government for
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.compete on a stand-alone basis. ,

implementation.it is hoped that. changes in the policy will be
implemented prospectively and not-retrospectively.

CHALLENGES FACING THE INDUSTRY

The industry faces a formidable challenge in “the areas of
(i) availability and pricing of various hydrocarbon feedstocks (ii) taxes
and duties on finished fertilisers and various inputs inciuding
feedstocks and fuel used in their production (i) Obllga jons under
the WTC.

As the industry is energy intensive, it will have to focus on
implementing energy saving and other cos! cutting measures to
improve the bottom line 1o be dble to survrve |n the ensuing policy
regime. .

Phosphatic fertilizer producers would also face similar threats as the

“cost at which the induslry purchases raw materials is as high as the

cost of imported fertilizers. Even though the short term threats are
mitigated by the Government policy, in the long fun they will have to

The next half a decade or so is therefore going to be the testing time
for the industry. Iis future will depend upon how well it is able to adapt
to the changing environment. A vibrant fertilizer industry is vital to the

" food security of the Country. All stakeholders in_the Fertilizer sector,
“fuelled by a forward looking Government pOlle, will have to do their
best 1o see that the industry lives up to these challenges

GOVT POLICY INITIATIVE FOR STABILITY' & GROWTH

The phenomenal .increase in the prices of various feedstock

- viz,, naphtha, fuel oil, LSHS and gas coupled.with virtual stagnation

in the farmgate price of urea for a fairly long period has led to
burgeoning subsidy bill of the Government of ‘India on urea for the
farm sector.. '+

[N

The cost of feedstock accounts for a major share of the production
cost of urea. In view of this, the Government of india should formulate
a long-term l‘eedstock policy vis-a-vis the urea pricing policy.

The Government of India should deciare a long-term policy, stable for
atleast 10 years, for stabilising the growth of the urea industry. Urea
pricing policy and related issues should be WTO compatible for
making indigenous industry competitive. Interest of small and
marginal farmers must be kept in mind while decidlng on the policies.

In order to mitigate the adverse impact of the group-wise concession
scheme for urea, the Government may consrder the following:

2+ No reduction in capital related charges‘-‘ should be carried out
particularly for old units as they will be incurring significant capital
expenditure in maintaining the heaith' of the plant as well as
achieving the target energy consumptlon in Stage-!!. One time
capital subsidy for liquid fuel based urea’ ‘plants to switch over to
NG/LNG should be considered. \/tntage allowance should be
restored. Under recovery / Non consideration of cost should be
efiminated. Tamil Nadu is one of the two states in India where
Turnover tax (TOT) has to be absorbed by the manufacturers and
cannot be passed on to the consumers. Government of India
should include TOT in the new scheme.




" % "Energy consumption in Stage-Il should be fixed at levels, which
are achievable and sustainable. This will enable urea -units to
make investment in energy reduction measures.

+ Due to certain technical reasons, a plant may be havmg surplus
ammonia rrespective of Capacity utilisation of the urea planl
Under the proposed policy, the sale of surplus ammonia is
permitted only if urea produc ion is at least equal t to the
re-assessed capacity. There should be no such restrigti ion and the
sale of ammonia should be permllted irrespective of the capacny
utilisation of the urea plant.. ‘

Gas should be made available 1o fertiizer units including the
naphtha and fuel oil based units on priority basis both frem
existing reserves as well as new reserves that would be avéilable
in future. .

5
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Pricing of ga_s'should be de-linked from fuel oil parily and it should
be based on market forces and our sirategic considerations,

¢ Suitable mechanism should be put in"place to. ensure timely
reimbursement of the sales tax and avoid liquidity problems for the
units.

The persisllng‘lrnbalance in fertilizer use is, to g considerable extent,

due to the unfavourable policy environment for fhe phosphatic sector.
The pricing and subSldy regime for phosphatic feml\zers needs 1o be
suitably restructured so as to move towards an internat |ona||y
accepled DAP{o urea price ratio of 1.4:1. o

The eventual goal should be to evolve a uniform pricing system

wherein the units. compete with each other by way of reducing -costs

and improving operational efficiencies: Hopefully. by- that time the

heterogeneity of sthe: industry would have' got-moderated to a large
extent by availability of competitively priced feedstock.

CONGCLUSION «=.- . -

The drivers of E:hange and rapid growth -acceleration have to be
technology and ‘cofripetition, together with ‘berichmarking to the best

St

L " PHARMA BUSINESS

I -

INTRODUCTION

L

The pharmaceuticaPifidustry has been identified"as one of the most

important knowledgé based industries in which India has a
competitive advantage. A highly organized sector, the Indian Pharma
Industry is estimated to be worth $ 4.5 billion, drowing at about
8 to 9 percent annually it ranks very high among the third world and
is one of the largesl and most advanced among the developing
countries. From simplé headache pills to sophisticated antibiotics and
complex cardiac cbmpbunds almost every type of medicine is now
made indigenously.. ‘Indian Pharma industry boasts of quality
producers and many umls are approved by regula ory authorities in
USA and UK.

The Indian pharmaceutical industry markets many essential drugs at
very competitive rates -compared 10 those in the developed world. For

o e

- SPrC

international practices. 1t is vital that the interaction among
technology,competition and benchmarking is extended to agriculture.

To realise the Tenth Plan (2002-03 to 2006-07) target of 4 per cent
growth in the agriculture sector, there is an urgent need 1o remove
“certain fundamenta! weaknesses like land degradation, water
depletion, inadequacy of the infrastructure, tardy progress of
technology diffusion and inadequate market integration etc.

" 'Food security concerns that led to the green révolution and also
created a larger fertiliser capacity remain an area of strategic
importance to the Government. Future fertiliser policy will have to
continue to address the issue of food security and in addition focus'
on affordability of fertilisers to farmers, volatility in international prices
and WTO obligations. The issue of increasing the price of urea
remains contentious, largely due to the small size of land holdings
and lack of consensus among policy framers on the subject of

. formulatlng a Iong term fertiliser policy. In future, feedstock pricing,
-both for natura! gas and LNG, will have a crucial bearing on the

. “competitiveness of players planning (o switch to LNG or planning new

" “capacities. Putting up a plant in West Asia, where natural gas is
available at inexpénsive prices, and ensuring supply through long-
term supply contracts is a viable solution. Goverament may have to

~ tenegotiate the bound rate of duty of DAP which is.at present -5%.

- This is crucial, as the current differential concession reimbursement
may not be sustainable - under WTQ.

3
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The Govemmenls phased withdrawal from lhls seclor will lead to
increased consotidation and emergence of certain large pnvale sector
multi-product players with nation-wide geographlcal presence and
“competitive cost-structures. Long-term clarity on fertiliser pricing
"~ policy along with a pragmatic feedstock pollcy should. lead to
- 'xncreased lnveslmenl activity in future.
AII st akeholders will have: to make concerted efforts so that the
momentum of growth in food grain production is maintained to meet
“the rieeds of the increasing population at acceptable level of
nutrmonal standards

[

RN

e.g- prices of cardio-vascular drugs in India such ‘as Atenolol and
Enalapril are 25-30 times less than the US prices, This is particularly
sigrificant to the second most populous country in the world where
affordable healthcare is crucial for the community.

PROFILE OF INDIAN PHARMA INDUSTRY

The pharmaceutical industry in India being highly fragmented has a
wide range of over 100,000 drugs, (which includes vitamins,
antibiotics, antibacterials, cardio-vascular drugs etc). There are about.
250 large units and about 8000 Small Scale Units, which form the
core of the pharmaceutical industry in India. These units produce the
complete range of pharmaceutical formulations and about 350 bulk
drugs.
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PHARMACEUTICAL POLICY OF THE GOVERNMENT

The need for radically improving the policy framework for'the pharma
industry to face the challenges of liberalisation and WTO has been
well recognised by the Government. The major policy mmatlves
announced by the Government are :

® Industrial licensing for the manufacture of all drugs and
pharmaceuticals has been abolished except for bulk drugs
produced by the use of recombinant DNA technology, bulk drugs
requiring in-vivo use of nucieic acids and specific cell/lssue
targeted formulations.

e Reservation of 5 drugs for the exclusive manufacture by the
°  public sector was abolished, thus opening them up for
manufacture by the private sector also.

® Foreign invesiment through automatic route was raised from
74 per cent to 100 per cent.

e Automatic approva[ for Foreign Technology Agreements is bemg
given in the case of all bulk drugs, their intermediates and
formulations except those produced by the use of recombinant
DNA technology, for which the procedure prescnbed by the
Government would be foliowed. '

. Extending the facilily of weighted deductions of 150 per cent of
the expenditure on in-house research and development to cover
.as -eligible expenditure, the expenditure on filing patents,
obtaining regulatory approvals and clinical trials.

GLOBALISATION OF INDIAN PHARMA COMPANIES

The Indian pharmaceutical industry is getting increasingly compliant
to U.S. FDA to harness the growth opportunities in-areas of contract
manufacturing and research. Leading Indian pharma companies are
increasingly focusing on tapping the U.S. genenc market, projected 16
be around $18 billion by 2004. ‘

indian pharmaceutical interests ir making a mark on the global scene
got a boost when two leading companies licensed their molecules
and Novel Drug Delivery System (NDDS) to MNCs.

Over the next three years many Indian companies are going to play
an active role in a large number of such opportunities. Companies

have acqwred manufacturing facrlmes in developed countries, and .

have prominent presence in many smaller countries to sell branded
generics. This is a major shift from earlier emphasls on Russia, Africa
and such less developed markets.

R & D SCENARIO

Research is dominating the agenda of-indian Pharma companies in
the race to become globally competitive. Average R & D expenses,
as a percentage of sales, was 4.6 per cent in 2003 compared with
3.8 per cent last year. This is very low when compared to the
investment on R & D by foreign research-based pharma companies
who spend 15 - 20 per cent of the turnover on R & D. However, now
that India is entering into the Patent protection area, many companies
are spending more than 5 per cent of their turnover on R & D. The
aggregate R & D spend by the major pharma companies increased
by 60 per cent to Rs 430 crs.

The increase in R & D expenditure over the years has pald off
dividends as seen from successes achieved by Pharma majors in
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both generics and new molecule development. The Indian Pharma
companies have already achieved success in licensing molecules to
international companies. The licefised molecules earn periodic
milestone payments and royally payments once they are
commercialised.

The Government has announced n’lény policy initiatives for the
industry to focus on the R & D front.

® The Pharmaceutical and Biotechnology Industry is elrgrble for

weighted deduction for R&D expense upto 150 per cent.

® R & D companies will also enjoy tax holiday for 10 years.

e Customs duty exemption on goods imported for use in
Government funded R & D projects.

e Customs and excrse duty exemption on domestlc/rmporl
purchases for research purposes to recogmsed scientific and
industrial research organlsatlons

@ Depreciation allowance on plant & machinery set up based on
indigencus technology.

e Three years excise duty waiver on patented products.

e Certification of indigenous development of bulk drug for claiming
exemption from Drug price control order.

® A promotional research and development fund of 'Rs.150 crores
is set up by the Government to promote research and
development in the pharmaceuticals sector. |

ln addition to R&D in industry, substartial pharma refated R&D is
carried out in. publicly funded research organisations, mainly by the
faboratories of The Council of Scientific & industrial Research (CSIR},
The Indian Council of Medical Research (ICMR), around 25

- universities and a few ‘pharmacy colleges which are equipped with

sophisticated laboratory equrpment mslruments and pilot plant
facilities.

R & D in the pharmaceutical industry in India is crltical to find answers
for some of the diseases peculiar to a tropical country like India and
also for finding solutions for unmet medical needs. Industrial R & D
groups can carry out limited primary screening to identify lead
molecules or even candidate drugs for further in“vivo screening, pre-
cfinical pharmacology, toxicology, animal and human’
pharmacokinetics and metabolic studies before takmg them up for
human trials.

While India has adequate technical capabilities. to carry out research
in the areas as demanded by the industry, what is needed is a joint
initiative of all stake holders. Huge investments have to be
channelised into this sector of the industry on top priority. Many MNCs
have started looking into this sector with a long term perspective.

SCENARIO UNDER INTELLECTUAL PROPEﬁTY RIGHTS REGIME

The drug and pharmaceutical industry in the country today faces new
challenges due to liberalization of the Indian economy, globalization
of the world economy and cn account of new obligations undertaken
by India under the WTO Agreements.

As per WTO, from the year 2005, india will grant product patent
recognition to all new chemical entities (NCEs) i.e., bulk drugs
developed then onwards. Core competencies will play an important
role in determining the future of many Indian pharmaceutical
companies in thé post product-patent regime after 2005,




The Indian Government's decision to allow 100 percent foreign direct
investment into the drugs and ‘pharmaceutical industry is expected to.
aid the growth of contract research in the country. Technology transfer
to 100 percent Indian subsrdlarles of MNCs is expec ted only in 2005.

In the post-2005 era technological component is expec ted to play a
vital role in terms of delivering the drugs at the exact site in the
human body, thus potentiating their action with the least of the
adverse effects. Formulations with a new delivery system or a highly
specialized system like the multi-cell-multilayer microdialysis cell
technology or timied release etc. are highly technology intensive which
are going to be the driving fofce in the pharmaceutical industry.

OPPORTUNITIES FOR INDIAN PHARMA INDUSTRY

Clinical development offers immense opportunities, due to the
availability of Iarge patient populations for many major diseases plus
well run hosprtals in major cities that can adopt GCP standards that
mee! the US FDA requirements. Leading western clinical research
organizations (CROs) are setting up shop in India. In brief, CRO
activity is ideally suited for India, especially for the more costly phase
I and phase Ill trials. In addition, many large selling drugs are going
. off-patent through 2006, opening up window for Abbreviated New
Drug Application (ANDA) filing as well.

The critical factor that contributes to the competitiveness of the Indian
pharma industry, namely "the high quality fow cost human resources”
facititates the production of drugs at 1/20th of the cost incurred in
developed economies. Such competitive ‘advantage could be
extended to research function also which is again, human capital
intensive. Scientists for R & D in India could be hired at
15 - 20 per cent of the cost prevailing in US.

Even accounting for_higher levels of uncertainties among Indian ®
companies to brrng about blockbuster drugs the low costs in
conducting research makes them at par with the pharma companies
in developed economies where the uncertainty is relatively low but the
cost of overall research is astronomrcally high due to bloated costs
of research inputs.: -

Global companies have become increasingly cost conscious, as the
average lifecycle of a research product is coming down. This presents
an opportunity for Indran firms because of lower costs of drug
discovery in India, There is considerable scope for collaborative
R & D in India. India can offer several strengths to the international
R & D community. These strengths relate to. availability of excelient
scientific talents who'can develop combinatorial chemistry, new
synthetrc molecules and plant derived candidate drugs.

The scope of Indran- _compames gemng transformed into research
outfits of MNCs is quite high. Some of the indigenous pharma majors
could become dominant players in niche segments with unmatchable
price competr(rveness Contract Research {CR) is alréady in vogue in
India.

FUTURE SCENARIO OF INDIAN PHARMA INDUSTRY

Most of the domestic companies are expanding the therapeutic reach
through new product launches in high margin segments, thus
enhancing the product portfolio and increasing the critical mass. The
long-term objective will be to enter into higher platform of
bictechnology and drug aelivery systems.
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Indian companies, in an effort to consolidate their position, will have
to increasingly look at merger and acquisition options of either
companies or products or act as in-licensing partners. In-licensing is
either purchase of rights to market a product that another company
has discovered and developed or undertaking the development and
marketing of a product that another company discovered.This would
help them to offset loss of new product options, improve their R&D
efforts and improve distribution to penetrate markets.

The future of the industry will be determined by how well it markets
its products to several regions and distributes risks, its forward and
backward integration capabilities, its R&D, its consclidation through
mergers and acquisitions, c0-marketing and licensing agreements.

The future would also see the various barticipants of the industry -

practitioners, chemists, clinics, hospitals and consumers - becoming

more organized with duties and responsibilities clearly defined.
Pharmaceuticals would be one of the most dynamic sector in the next
decade, globally in general and in India in particular, with advent of
these trends.

RISKS & CONCERNS THE MANAGEMENT PERCEIVE

The international and the domestic Penicillin industry are passing
through a difficult situation. Chinese tanufagturers after a short gap
have started flooding their products in the international market. The
Global majors have commissioned fresh capacities in South American
and other markets

In the domestic front one of the major consumers has gone for
backward integration by .commissioning a JV in China resufting in
surplus supply situation. The domestic market scenario is expected
to improve in the medium term if not in the short term. The removal
of Pen-G from the negative list as per the recent EXIM policy is
expected to have its contribution to the prevailing situation. '

INTERNAL CONTROL SYSTEMS & THEIR ADEQUACY

The Company has an adequate and satisfactory independent internal
control system in place duly supported by an internal Audit
Department. The Internal Audit Department is staffed with qualified
and experienced personnel, who take up the review on a regular .
basis of all controls at different locations of the Company. An Audit

committee .of Directors, comprising wholly of independent,

non-executive Cirectors, review the Company's financial and risk
management policies.

DISCUSSION ON FINANCIAL PERFORMANCE WITH RESPECT TO
OPERATIONAL PERFORMANCE

During the year following Accounting standards have been made
applicable and the Company has complied with the same.

AS - 23 Accounts for Investments in Associates in Consolidated
Financial Statements.

AS - 27 -Financial Reporting of interests in Joint Ventures.

No provision has been made in the accounts for the year ended
31 March 2003 for the accumulated net deferred tax liability upto
31 March, 2001 amounting to Rs.11389 lacs as an interim stay of
clause 33 of Accounting Standard 22 —'Accounting for taxes on
income’ - has been obtained from the Madras High court, Clause 33
of the above standard provides that the net deferred tax liability
accumulated up to 31 March 2001 should be provided for, with &




corresponding charge to revenue reserves. On a transfer petition filed by the Institute:df Chartered Accountants of India before the Supreme Court
of India, the Honourable Court directed that all similar petitions filed in different High Courts be transferred to the Caicutta High Court. The petition

is yet to be heard by the Calcutta High Court.

The deferred tax asset / (liability) as at 31 March 2003 and 31 March 2002 is as follows: =

As at
‘ 31 March 2003
Depreciation : : 10469
Subsidy : a 13886
Others " 43
Deferred tax liability - ' ' 24398
Provision for doubful debts ' © 264
Carry forward business losses : ‘ ‘ S 15140
Unabsorbed depreciation ’ 16902
Others . . , -~ M8
Deferred tax asset ’ » ‘ ‘ 32424
Net deferred tax asset/(liability) ' ' 8026
' )

The following statements cover Financial Performance Review which are attached to this report.
a}  Financial Summary

b) = Segment Performance, -

FINANCIAL SUMMARY : ‘
The summarised Profit and Loss Account of the Company is as follows:

For the Year ended 31 March o R - ‘ 2003
Sales and Services - ' e ‘ 163249
Other Income : S e - .o 2208

~ Total Income (4) | : o | - 165457
Purchases _ | T 815
Manufacturing and other expenses . SR S o 157873
Interest T - 17803
Interest on advance against equity to SPIC Petro A 10573
Interest and exchange fluctuation.on FRN -~~~ - . . ~ CoE 11628 .-
Depreciation _ ' e 4334
Total Expenditure (B) “ 203026
Profit before Taxation (A-B) ‘ EREE L (37569)

Provision for Taxation
PROFIT AFTER TAXATION _ o L (37569)
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s 4438

As at

31 March 2002
9985

12172

361

22528

267
. 2501
14817
242

17827
(4701)

By
[

- -(Rupees in lacs)

2002

170064
s 2134
172198 .

. 18656

1

150418
20236

193749
(21551)

(21551)




splc

SEGMENT WISE REVENUE, RESULTS AND CAPITAL EMPLOYED FOR THE YEAR ENDED 31 MARCH 2003 (Rs. in lacs)
Particulars - Quarter ended Quarter ended Year ended Year ended
31 March 2003 31 March 2002 31 March 2003 31 March 2002

A SEGMENT REVENUE )
a) AGRO INPUTS . 27094.74 29606.87 123944.52 139857364
b) BULK DRUGS & FORMULATIONS ‘ 3351.30 2656.98 12416.65 11107.29
¢) OTHERS ) ) 24160.47 17674.63 27887.83 20305.32
TOTAL ) : i 54606.51 49938.48 164249.00 170986.25
LESS : INTER SEGMENT SALES 1.75 0.28 383
NET SALES / INCOME FROM OPERATIONS 54606.51 49936.73 164248.72 170982.42

B SEGMENT RESULTS
PROFIT / (LOSS) (BEFORE TAX AND INTEREST)
FROM EACH SEGMENT -
a) AGRO INPUTS (2311.68) (2856.04) 3957.89 . 981567
b) BULK DRUGS & FORMULATIONS 377.42 (762.54) 1895.58 35152
¢) OTHERS 290.62 (2973.12) 46.59 {3182.53)
TOTAL S {1643.64) (6591.70) 5900.06 698466
LESS: A , I

i) INTEREST 2344311 - 4210.07 - 36136.49 © 102023596

ii) OTHER UNALLOCABLE EXPENDITURE NET OF ‘ .
UNALLOCABLE INCOME 5177.73 1071.59 733254 8299.50
TOTAL LOSS BEFORE TAX o {30264.48) (11873.36) (37568.97) '(21550.80)

C  CAPITAL EMPLOYED . :
(SEGMENT ASSETS - SEGMENT LIABILITIES) e Lo . . R

a)  AGRO INPUTS 29283.26 20386.43 29283.26 20386.43

b)  BULK DRUGS & FORMULATIONS 13655.46 13006.64 1365546~ |- .~.~13006.64 .7 ¢

¢}  OTHERS 2595.61 5248.83 2595.61 5249.83
TOTAL _ 45534.33 38642.90 4553433 | 38642.90

Note: Segment Capital Employed does not include unallocated Corporate net assets (including investments of Rs.39571.41 lacs).

MATERIAL DEVELOPMENTS IN HUMAN RESOURCES,INDUSTRIAL RELATIONS FRONT.

The Company considers the Human Resources as its most important asset and constantly endeavours to retain, nurture and groom talent to meét
the current and future needs of the business.The Company currently has 2531 employees. The Company strongly believes in development of

employees through training. Industrial Relations at the plants are cordial.
CAUTION

The report is based on the experience and information available to the Company in its businesses and assumptions-in regard to domestic and
global economic conditions, Government and regulatory policies. The performance of the Company is dependent on these factors . It may be
materially influenced by the remote environment changes therein beyond the Company's control, affecting the views expressed in or percewed

from this report.

LOANS & ADVANCES IN THE NATURE OF LOANS TO SUBSIDIARIES & ASSOCIATES
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- {Rs. lacs)
) As at Maximum Balance -
Sl.No. Name of the Company 31 March 2003 during the year
Manali Petrochemical Ltd. Associate 10 10
2 SPEL Semi conductor Ltd. Associate 3680 3680
3 Tuticorin Alkali Chemicals & Fertilisers Ltd. Associate 1211 1211




CORPORATE GOVERNANCE REPORT

Company’s philosophy on Code of Corporate Governance:

As a responsible corporate citizen, your Company is fully aware that a business run on the pr|nC|ples of fairness, transparency and
accountability aids in fostering a healthy relationship with all its stakeholders.

In its abiding.commitment to adopt and follow the best practices of governance, your Company has been proactive to the changes introduced
. by SEBI and the Stock Exchanges for promoting a responsive and responsible business culture in the”.Country, through the Corporate
. Governance Code. From its experience, your Company would further endeavour to constantly upgrade management practices to conform
" to the norms of ideal corporate governance in the years to come.

This Report covers the Corporate Governance aspects in your Company for the financial year ended 31 March 2003.
Board of Directors:
As at 31 March 2003, the Board of Directors of the Company comprised of 16 members.

The Board of Directors is responsible for the management of the busmess of the Company and meets regularly for d|schargmg its role and
functions.

During the financial year 2002- 03 viz., from 1 Apnl 2002 to 31 March 2003, six Board Meetmgs were held on the following dates:

' Date of the Strength No. of Directors
Board Meeting of the Board - present
-} 15 April 2002 T 13
28 June 2002 . 17 12
26 July 2002 18 ' 16
26 August 2002 18 15
31 October. 2002 - 18 . 13
30 January 2003, 17 13 L

Particulars of the Board's éomposition, 'a'ttge'ndance at Board Meetings and the previous Annual General Meeting, number of other Directorships
held and Board-Committeee‘metmbers,hgps of the Company’s Directors, as at 31 March 2003, are given below:

Number of other

- Attendance Attendance - No. of other Board-Committee
St. Name of the Director, - - \ at Board at previous N . positions (@)
. N X Directorships
No. Designation and Category Meetings AGM on ) s s
‘ oo Heid : 6) | 26 August 2002 i .
(Feld - 6) v Hgus . Chairman{ Member
Thiruvalargal - o -

11 Dr. A C Muthiah, _
Chairman (Managing Director) : REE .
Executive Chairman - - . ‘ 6 Yes 9 - -

2| Ashwin C Muthiah, .
Vice-Chairman _ ) ) : )
Non-Executive Non-Independent 6 . ' »yYes“ 10 1 2

3| M A Gowrishankar [AS,
TIDCO Nominee

(up to 28-6-2002) Not
Non-Executive Independent -- Applicable 13 -- 2

4 | M Madhavan Nambiar 1AS,
TIDCO Nominee '

(up to 31-10-2002) _
Non-Executive Independent 2 No 14 - --
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. Nurmber of other
Attendance Attendance No. of other Board-Committee
St Name of the Director, at Board at previous Diréctorshi s positions (@)
No. Designation and Category Meetings AGM on ) P
‘ (Held : 6) | 26 August 2002 As As
Chairman | Member
Thiruvalargal
5 1 R Santhanam IAS,
TIDCO Nominee (up to 28-6-2002) . Not
Non-Executive Independent - Applicable .| 7 - -
6 | M B Pranesh IAS, ’ ,
TIDCO Nominee (up to 28-6-2002) Not
Non-Executive Independent 1 Applicable 3 -- --
7 | S Venkitaramanan, :
Non-Executive Non-Independent 4 Yes 3] -- 3
8 | Dr K U Mada,
Non-Executive independent 5 Yes 5 1 8
9 1 N R Krishnan,
Non-Executive independent 5 Yes 3 2 1
10 | Dr P L Sanjeev Reddy,
{DBI Nominee
Non-Executive Independent 6 Yes 4 -- 2
11 R V Gupta,
Non-Executive vNon-lndependent 4. Yes 6 3 6
12 | P C Ghosh,
" { GIC Nominee
Non-Executive Independent 5 Yes 8 - --
13 | Babu K Verghese,
Managing Director
Executive 6 Yes 1 - --
14 } A Santhanakrishnan, ‘
Whole-time Director (up to 31-1-2003) .
Executive 6 . Yes 3 - -
15 | M G Thirunavukkarasu, "
Finance Director
Executive 6 Yes 4 1 1
16 | S Rajagopal
{from 15-4-2002) _
Non-Executive Non-Independent 6 Yes 1 -- --
{1 17 1 S Gurumurthy
UTY Nominee
(from_15-4-2002 o 25-1-2003)
Non-Executive Independent 5 Yes 1 -- -~
18 | J M Garg
Nominee Director
representing Working Capital Consortium
(from 26-7-2002) Non-Executive independent 4 No -- -
19 | T S Sridhar, 1AS '
TIDCO Nominee (from 28-6-2002)
Non-Executive independent 2 Yes 2 -- --




- S Number of other
: ‘ Aftendance | Attendance | - - Board-Committee

Name of the Director, - at Board “at previous - |
Designation and Category Meetings AGM on . -
(Held : §) |26 August 2002) ) As As

No. of other

Directorships positions. (@)

Chairman | Member

Thiruvalargal
N Narayanan, IAS

TIDCO Nominee (from 28-6-2002)
Non-Executive Independent

Arun Ramanathan, IAS
TIDCO Nominee (from 28-6-2002) _
Non-Executive Independent ‘ No

K Skandan, IAS . o - o R
TIDCO Nominee (from 31- 10 2002) ] e Not
Non- Executrve Independent Applicable 14

(*) includes directorships held in pubhc llmrted companies oniy Drrectorshrps held in prwate companres forergn companres and companies
formed under Section 25 of the Companies Act, 1956 are exciuded.

(@) includes positions held in Audrt Commrttee Shareholders finvestors’ Gnevance Committee and Remuneration Committee of Directors

None of the Dirsctors of the Company is a Chairmian of mbre-than five Board-Commiitees or a Member of more than'ten Board Committees
as stipulated jn the Listing Agreement with Stock Exchanges.

As required under the Companies Act, 1956, two-thirds of.the Board of Directors is 5ub;ect to retirement by rotation. One-third of the aforesaid
Directors retire from Office at each Annual General Meeting and qualify for re-appointment.

L

At the ensuing 33" Annual General Meeting, Thiru S Venkitaramanan, Thiru M G Thrrunavukkarasu and Thiru N RKrishnan, retire by rotation
and being eligible offer themselves for re-appoiniment. o R

Additional Directors appomted by the Board-hold office only“upto the date of the - rmmedrate!y ensuing Annual General Meeting. Accordingly,
Thiru Jawahar Vadivelu - (Non-executive non-independent), co-opted as an-Additional Director at the. Board Meeting held on
30 April 2003, continues as Additional Director up to the ensurng 33 Annual- General Meeting and his election as.a Director of the Board
forms part of the Agenda for the said Mesting. - .-

Thiru V R Mehta, aged 69 years, was appointed as Nominge Director of UTLAsset’ Management Company Private L'td.; not liable for retirement
of Directors by rotation, at the Board Meeting held on.30 April 2003. R .

The resume in brieflother details of the Directors, whose. re- e)ectron/appomtment are for the consideration of therMembers at the -ensuing
33“‘ Anrual General Meeung, are furmshed hereunder -

Thiru S Venkitaramanan ‘ : ;,~
Thiru S Venkitaramanan, aged 72 years, is a former Goverrior of the Reserve Bank of India. He was associated with the Company first as
- its Director (1969-74) and. then as its Vice-Chairman & President (1977-1983). r -

Thiru S Venkitaramanan holds directorships in the following companies, namely; Relfiance Industries Ltd., Nicholas Piramal India Ltd., Ashok
Leyland Finance Ltd., Ashok Leyland investment Services Lid., New Tirupur Area Development Corporation Ltd.; Tamil Nadu Water Investment
Co. Ltd,, BPL Telecom Private Ltd., and WorldTel Tamllnadu Private Ltd. . ..

Thiru S Venkitaramanan also holds positions in the following Board-Committees, namely, as a Member of the Audit Committee of Reliance
Industries Ltd., Ashok Leyland Finance Ltd., and Nicholas Piramal India Lid.
Thiru M G Thirunavukkarasu -

Thiru M G Thirunavukkarasu, aged 54 years, is the Finance Director of the Company since June 1998. He is-a Member of the Institute of
Chartered Accountanfs of India, the Institute of Cost and Works Accountants of India and the Institute of Company Secretaries of India. He
has vast experience of over three decades in corporate finance and accounting disciplines.

Thiru M G Thirunavukkarasu holds directorships in the following companies, namely, Technip India Ltd., SPIC Holdlngs and Investments Ltd.,
SPIC Fertilizers and Chemicals Ltd Mauritius, SPEL Semiconductor Ltd., and National Aromatics and Petrochemicals Corporation Ltd.
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Thiru M G Thirunavukkarasu also holds positions in various Board-Committees, namely, as the Chairman of the Securities Transfer and '
Investors' Grievance Committee of SPEL Semiconductor Ltd., as a Member of the Shareholders'/Investors' Grievance Committee, the
Management Committee and the Fmance Committeg of the Company, and as a Member of the Audit Committee of SPEL Semiconductor Ltd.

Thiru NR Knshnan

Thiru N R Krishnan, aged 65 years, was a Member of the Indlan Admmlstratlve Servnce He was formeny the Secretary to the Government
of India, in the Ministry of Fertilisers., ] -

Thiru N R Krishnan holds directorships in the foliowing compames name|y, Tamilnadu Road Development Company Ltd Gu;arat State
Fertilisers and Chemicals Ltd., Escorts Ltd., and Tamilnad Mercantile Bank Ltd.

Thiru N R Krishnan also holds positions in various Board-Committees, as the Chairman of the Shareholders' / Investors’ Grievance Committee
of the -Company, Member of the Audit Committee of the Company, Chairman of the Audit Committee of Tamilnadu Road Development
Company Ltd., and Gujarat State Fertilisers and Chemucals Ltd., and Member of the Remuneratnon Committee of Gujarat State Femllsers
and Chemicals Ltd. .

Thiru Jawahar Vadivelu

Thiru Jawahar Vadivelu, aged 38 yearé holds a Master of Business Administration degree from the Asian Institute of Management, Philippines
.and has also done a programme in Investment Bankmg at the London Business School, UK. He has rich experience in a broad spectrum

- of financial services. -

f

Thiru Jawahar Vadivelu' holds directorships in the following compariies, namély, Ol & Natural Gas Corporation Ltd., Trust 1 Consulting Ltd.,
National Trust Housing Finance Ltd., and South India Corporatlon (Agenmes) Ltd He is also a Dlrector of ACM Medical Foundation and
ACM Educational Foundation. S ‘ .

Thiry Jawahar Vadively also holds positions in vaiious Board-Committees, namely, as the Chairman of the Shareholders' and investors’
Grievance Committee and the Safety, Health and Environment Committee of Qit and Natural Gas Corporation Ltd., and as a Member of the
Project Appraisal Committee and the Policy Planning Committee of Ol and Natural Gas Corporation. Ltd.

Audit Committee: o
The Company has an Audit Committee. of the Board of Directors, formed in 1986. -.
The terms of reference of the Audit Committee, in’brief, -are as under; =~ = = -
a) To overseé:thie Company's financial reporting process; * .- . *..w’ ot
b) To review the adequacy of the internal control systems; ‘ .
¢) To review with the Management, the annual financial statements. before subm:ssuon to the Board of Directors;
d) To review<the adequacy of the internal. audit-function; reporting structure coverage and frequency. of internal audit;
e) To review thérfindings of any internal investigations by the internal auditors and report the matter to the Board of ‘Directors;
f)  To review the Company's financial and risk management policies; &
g) To discuss, with the extemal Auditors periodically about the nature andscope of Audit.

The Audit Committee met four times during the flnanC|aI year 2002-03 on the’ 1ollowmg dates i.e., 27 June 2002, 26 August 2002,
31 October 2002 and- 30'January 2003. , .

The Audit Committee compnses entirely of independent non-executive directors. The composmon and the attendance of each Member at
the Committee’s Meetings are as follows:

- L ST .| No. of Meetings
St .No. Name T . Designation attended-

Thiruvalargal T L ‘
1 Dr. K U Mada : L Chairman 3
2 Dr. P L Sanjeev Reddy SR co Member ‘ 4
3 . M Madhavan Nambiar, IAS (up to 31-10-2002) T Member --
4 R Santhanam, |IAS (up .to 28-6- 2002) ‘Member --
5 N R Krishnan - RO Member .3
6 Arun Ramanathan, I1AS (from 31-10- 2002) ‘ ' Member -
7 N Narayanan, IAS (from 28-8-2002) . Member , -

Thiru N Ramakrishnan, Company Secretary is the Secretary of the Audit Committee.
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Management Committee:

The Management Committee, constituted by the Board of Directors in July' 2001, oversees areas of operations of the Company in a
Management supervisory role and as a reviewing authority.

Thiru Ashwin G Muthiah is the Chairman of the Management Committee, which comprises of the functional directors of the Company.

The Management Committee met nine times during the financial year 2002-03 on 9 May 2002, 25 July 2002, 11 October 2002,
11 November 2002, 2 December 2002, 23 December 2002, 17 January 2003, 17 February 2003 and 27 March 2003.

The compasition of the Management Committee and the attendance of each Member at its Meetings are as follows:

No. of Meetings
~attended

Sl. No. Name . Designation

Thiruvalargal

 Ashwin C Muthiah ‘ Chairman
Babu K Verghese' Member
M G Thirunavukkarasu - Member

. A Santhanakrishnan (up to 31-1-2003) Member/Convener

. Finance Committee:

The Finance Committee cf the Board of Directors is delegated/empowered by the Board of Dlrectors to borrow term loan/medium term loan/

working capital, inter-corporate deposits, etc., up to the limit specified by the Board, to megt the funds requirement of the Company for normal
capital/project expendnure, besides working capital purposes.

The Finance Committee meets as and when circumstances warrant. The said Committee met once during the fmancral year 2002-03 on
15 October 2002.

The composition of the Finance Committee and the attendance of each Member at its Meeting are as follows:

SI. No. Name of the Director - Designation ,;Atf::gegj . Category
Thiruvalargal
1 Dr. A C Muthiah Chairman 1 Executive
2 Ashwin C Muthiah : ~ Member 1 Non Executive
) o ) Non-independent
3 M G Thirunavukkarasu Member i 1 Executive

Compensation/Remuneration Committee for Executive Directors:

Compensation/remuneration for Whole-time Directors is fixed by the Board of Directors. The remuneration policy presently followed by the
Company to fix the remuneration of the Whole-time Directors (Executive Directors) takes into consideration the qualifications and functional
experience of the individuals and the prevailing remuneration packages especially in the fertilizer industry. A Remuneration Committee of
the Board has been constituted in April 2003.

The detafls of remuneration paid/payable to the Directors during the finahcial year, 2002-03 are as under. ~ |

" Salary & Spedial Sitting
Name of the Director Perquisites (*) Allowance Fees
(Rs.) "(Rs.). (Rs.)
Thiruvalargal
Dr. A C Muthiah )
Chairman (Managing Director) . 3341366 4500000 -
Babu K Verghese ‘ .
Managing Director : 2135641 960000 --
A Santhanakrishnan
Whole-time Oirector (up to 31-1-2003) 1807626 600000 -
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Salary & Special Sitting
Name of the Director Perquisites (*) | Allowance Fees-
(Rs.) {Rs) (Rs.)
Thiruvalargal -
M G Thirunavukkarasu .
Finance Director ' ] 1323373 600000 -
Dr. P R Sundaravadivelu @ ) ' '
Vice-Chairman (Managing Director)
(up to 31-3-2002) . - 2400000 --
Ashwin C- Muthiah 30000
Dr. K U Mada _ 40000
. N R Krishnan . 55000
RV Gupta . , o 20000
S Venkitaramanan 20000
P C Ghosh # : - . 25000
Dr. P L Sanjeev Reddy 50000
M Madhavan Nambiar,|AS ## : ' 20000
M B Pranesh, {AS i . 5000
Arun Ramanathan, IAS #Ht . , 20000
S Rajagopal . 30000
S Gurumurthy . 25000
T S Sridhar, IAS ## 10000
N Narayanan, [AS #H ‘ . ' 5000

(*) includes Company's-contribution to provident/superannuation/gratuity fund and leave encashment.

- #4 Sitting fees to the Directors paid directly to the financial institutions which they represent as Nominees on the Board of the Company.
@ Relating to the years 2000-01 and 2001-02 paid during the year with the approval of the Central Government.

Notes:

1. Details of penod .of appointment and notice period of the Whole-time Directors are as below:

Period of Appointment : :
Name of the Director — Nghce Period
From To (in months)
Thiruvalargal ‘
Dr. A C Muthiah 1-10-1998 | 30-9-2003 6
Babu K Verghese 1-10-2001 30-9-2004 3
M G Thirunavukkarasu 1-7-1998 30-6-2003 6

2. The components of remuneration as above are fixed. There is no performance-linked incentive.
3. ' The Company does not have a scheme for grant of stock options either to the Directors or to its employees.
4. The other Directors are not paid any remuneration other than sitting fees paid for attending meetings of the Board/its Commmees

Shareholders’llnvestors Grievance Committee:

A Share and Debenture Committee of the Board of Directors has been functioning since 1972. It was reconstituted in March 2001 as the
“‘Shareholders'/Investors’ Grievance Committee”, with redefined terms of reference and responsibilities covering redressal of investor
complaints besides the share-transfer related functions,

The Shareholders'/investors' Grievance Committee is headed by Thiru N R Krishnan, an Independent, Non-Executive D[rector
Thiru N Ramakrishnan, Secretary, is the Compliance Offlcer The said Commntee met three times during the financial year, 2002-03, on
11 April 2002, 19 August 2002 and 20 December 2002,

To assist and facilitate the functioning of the Shareholders'/Investors’ Grigvance Committee and for expeditious processing of share transfers,
the Board of Directors=of the Company has authorised the Secretary and Whole-time Directors to decide on various issues like
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transfers/transmission of securities in physical form, change in status of securities holders and confirmation of dematerialization. The
delegated authority attended to the various issues, as above, on.a fortnightly basis, during the_ financial year 2002-03, enabling speedy
processing/approval of share transfers, transmissions efc., within. 5 - 15 days of receipt of the|r request

The composition of the Committee and attendance of each Member during the year are as under_1

. : . L Meetings - :
SI. No. | Name of the Director . Designation attended - Category

Thiruvalargal ' : N

N R Krishnan v Chairman . * Non-Executive
' ‘ ' : ' Independent

M Madhavan Nambiar, IAS Member : Non-Executive
(up to 31-10-2002) ’ Independent

A Santhanakrishnan N Member '} Executive
(up to 31-1-2003) . - Non-Independent
M G Thirunavukkarasu Member . Executive
Non-Independent

Arun Ramanathan, 1AS | Member ' Non-Executive
(from 31-10-2002) C ‘ independent

There was no investor complaint pending redressal at the begining of the financial.year 2002-03. During the year, 12 complaints were received
from the investors (6 relating to non-receipt of dividend-warrants, 3 relating-to non-receipt of share certificates and 3 miscellaneous
complaints). All the 12 complaints were replied/redressed to the satusfacnon of the investors. The quenes and grievances, if any, of the
investors are attended/replied/redressed promptly, as and when received. .

As on-31 March 2003, the pending issues were only, those in respect of w't')i(:h proceedings are pending bgfbi'e; the Court.
There were no share transfers pending registration as at 31 March 2003. i,

. 8. General Body Meetings: B S
The particulars of Annual/Extraordinary General Meetings held during the last tfiree years are as under:

Year Date & Tlme , B '. o Venue .
1999-2000 Friday, 24 March 2000 T . Kamaraj Arangam
(EGM) 4.35 P.M. R . 492, Anna Salai, Teynampet, Chennai - 600 006.
1999-2000 Tuesday, 29 August 2000 : --do - - L~
(AGM) 245 PM. , . . .
2000-2001 Thursday, 23 August 2001 S R
(AGM) 10.00 AM. C - . -
2001-2002 | Monday, 26 August 2002 : --do-- "
(AGM) 3.00 P.M. ‘ o ol

No resolutions have been put through postal ballot.
9. Disclosures:

(a) During the financial year 2002-03, there are no materially significant related party transactions i.e., fransactions of the Company of
: material nature, with its promoters, the Directors, or the management, their subsidiaries or relatives efc., havmg potential conflict with
the interests of the Company at large. .

() There are no instances of non-compliance by the Company, penalties, strictures imposed on the Company by the Stock Exchanges
or SEB! or any Statutory Authority on any matter related to capital markets during the fast three years

'('c) There are no pecuniary reiationship or transactions of the Non-Executive Directors vis-a-vis the Company during the financial year
2002-03.
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10. Means of Communication: -

11.

The quarterly, half-yearly and yearly financial results of the Company are forwarded to the Stock Exchanges immediately upon approval by
the Board of Directors and are published in leading financiat / non-financial newspapers in English and Tamil {regional language). Normally,
the results are published in *The-Financial Express” (English) / 'The Business Line” (English) and in “Makkal Kural® (Tamit). The financial
results are displayed on the Company's website, www.spicitd.com.

in accordance with Listing Agreement requirements, data pertarmng to sharehotding pattern quanerly financial results etc., are dlsplayed in
the EDIFAR website of- SEB\ (http: //sebredrfar nic.in},

Financial results, apart from publrcatron in newspapers are not sent mdrvrdually 0 the shareholders During the year under review, no
presentations were made to the institutional investors or analysts.

The Managem'ant Decision and Analysis Report forms part of the Annual Report.

General Sharegholders’ information: e S
Date of Annual General Meeting & Time : Monday, 22 September 2003 at 3.00 PM.

Venue . ‘ © “Rajah Annamalai- Hall", Chennai 600 108.
Dates of Book Closure : Wednesday, 10 September 2003 to Monday, 22 September 2003 (both days inclusive)
Demat ISIN for NSDL and CDSL : INE 147A01011

Listing on Srock Exchanges

The equity shares. of the Company are listed on 9 (nine) Stock Exchanges in India. The names of and the stock code assigned 1o the
Company's scrip_by, the respective Stock Exchanges are as below. - _ .

Name of the Stock Exchange ce : D . Stock Code
National Stock Exchange of lndla Ltd Mumbai - 400 051 o T L 5251
The Stock Exchange, Mumbai 400 001, .. . .. o . 500758
Madras Stock Exchange Ltd., Chennar 600 001. , o A SP!
Bangalore Stock Exchange Ltd., Bangalore - 560 027 A SPI
The Stock Exchange, Ahmedabad - 380 015. - . « . ... o ' 56100
The Calcutta Stock Exchange Association Ltd., Kolkata - 700 001. L . 85
The Delhi Stock Exchange Association Ltd., New Delhi - 110 002. 00040
Cochin Stock Exchange Ltd.;-Cochin - 682 017. .- - o] -
The Hyderabad Stock Exchange Ltd., Hyderabad - 500 029. . - - C--

The Company paid-the listing fees for the financial year 2002-03 to all the aforesald Stock Exchanges in time.
The Global Depositdry Recerpts (GDRs) of the Company are listed at Societe de la Bourse de Luxembourg, Luxembourg.

Market/Share Price Data: . I : ‘ (in Rs. Ps.)
Mumbai Stock Exchange National Stock Exchange
MONTH SESCE. -
HIGH ' Low HIGH LOW
April 2002 9.90 700 . 9.00 6.40
May 2002° 12.50 710 12.70 : 7.50
June 2002 1450 " 1115 S 15.80 11.00
July 2002 . 1390 8.00 ‘ 13.70 7.15
Aug 2002 . 9.00 7.55 ' 9.00 7.55
Sept 2002 8.10 6.75 _ 8.25 6.65
Oct 2002 7.45 . . 855 L 7.70 6.55
Nov 2002 7.80 6.55 7.45 6.45
Dec 2002 . 780 6.50 7.90 6.00
Jan 2003 9.50 6.60 8.40 6.40
Feb 2003 7.45 5.75 . 7.05 5.70_
Mar 2003 ‘ 5.95 4.00 . 580 4.40
7
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Performance of SPIC’s equity shares vis-a-vis the BSE SENSEX:

—=— SENSEX

—&— SPIC Share
Price (High)

Jun-02 4

Registrar and Transfer Agents:

In line with SEBI's directive for appointment of common agency for share registry work, Cameo Corporate Services Limited have been
appointed as the Company's Registrar and Transfer Agents for the entire share registry work, with effect from 30 January 2003

Address of the Regist'rar and Transfer Agents (RTA)

Cameo Corporate Services Ltd.

“Subramanian Buildihg”

1 Club House Road

Chennai - 600 002. ,
Tel . 044 - 28460390 / 28460495 / 28460084 i _, 
Fax : 044 - 28460129

Email : cameo@cameoindia.com

Share Transfer System:

Presently, the share transfer documents which are received by the Company / RTA in physical form are processed, approved and kept ready
for despatch within a period of 5 to 15 days.

Fursuant to SEBI Guidelings, the Company through its RTA is also offering the facility of transfer-cum-demat to shareholders/investors. Under
this system, an option letter is sent to all the transferees indicating the particulars of shares transferred in their name and informing them
that if they so desire, they can demat their shares by approaching their respective Depository Participants (DP) with the option letter. DP
will take all the necessary steps with regard to demat of shares. In case the transferees do not wish to dematerialize the shares, they need
not exercise the demat option. In such a case, the transferees.can request the RTA to return the share certificates immediately. The RTA

will, however, despatch the share certificates after 30 days from the date of the option letter, if no such requests are received from the
shareholders. :

a
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Dnstnbutnon of sharehoidmg and shareholdmg pattem as at 31 March 2003 are as under
{a) Distributlon of Shnreholding

SI N Range -No. of Per centage to No. of = Per centage to
- N - a ge . Shares held - paid up capital - Members - 4| total Members
4 Upto 500. | 12613459 1433 | . 80509 87.07
2 501 - 1000 | = 5418037 . 815 . 6704 7.25
3 100t - 2000 | 4533648 .. 515 - 2961 . - . 320
4 2001 - 3000 | - 2286282 2680 - 886 .. - 0.8
5 3001 - 4000 1403114 .159 381 | 0.42
6 . 4901 - 5000 1512014 - - 172 319 0.34
7. 5001 .- 10000 |- 12878523 ' - 327 . 405 . 0.44
8 | 10001 and above | 57402623 ~ 65.19 - 289 -} 0.32

_ Total | 88047700 10000 - | 92484 - | 10000
(b) Shanheldmg Pattsm T .
Dt s B Eduity Shares | Per centage to
_ P‘amculars~ ‘ S held - paid-up capital
Promaters: , U
(a) TIDCO o - ' i ‘ 8840000 10.04
(b) Br M A Chldambaram Group : . 17616281, 120.01
The Bank of New York (as Deposltory for Global Deposutory Receipts) 18214700 20.69
Forelgn Compames B o L 40000 0.04
Non-resident’ Individuals o - 403208 |- 0.46
Mutual Funds: S A 13500 0.02
Foreign Institutional Investors ™~ ~ : L 11050 0.01
Financial lnsmut'ons o » o 7503018 | 8.52
Nationalised Banks - A . 123215 0.14
Public and others . R - 35282728 40.07
L | - Total 88047700 100.00
.Liquldlty

. The Company's equ;ty shares are regularly traded on the Mumbai and Natlonal Stock Exchanges in the compulsory demat segment. Apart
from the above Stock Exchanges, the Company's shares are listed on seven other Stock Exchanges all over the Country.

- Qutstanding GDRs/ADRs/Warrants or Aa‘ny ' ¢ 3642040 GORs equivalent
convertible instrunients, conversion to 18214700 equity-shares
" date and likely impact on equity.

- Demdteriafisation of Shares (
Investors have the aption to hold the Company's shares in the dematerialized form through the NSDL and the COSL.
Status of Physical/Deniat Shares:

& -

o Shareholders/ _

A 'Mode Benefccal Owners Shares Per cent
Physical . 50314 T 31383202 35.62
Denat - a0 - 56684408 64.38
Toal 92464 88047700 100.00



Plant location:

Fertiliser : SPIC Nagar, Tuticorin - 628005.

Pharma © (i) Penicillin G Plant ' ‘ , )
Plot No.C/14218, SIPCOT Industrial Complex, Kudikadu Village, Cuddalore - 607005.

{if} Formulations Plant .
Plot No.5, NH-7, Maraimalai Nagar, Chennai - 603208,
Bulk Drugs Plant ‘
Piot No.3 & 4, NH-7, Maraimalai Nagar, Chennai - 603208.

Biotech : .- () Agro Biotech Centre
' Chitirai Chavadi, Pooluvapatti Post, Snruvam Road Cormbatore 641101

(i}  Bioproducts Agro Industrial Complex ’
Chettiar Agaram Road, Porur, Chennai - 600116:

{ii}  Seed Conditioning Plant
Kelamangalam Road, Mathigiri, Cattle Farm Post, Hosur - 635110, Dharmapun Dlstnct

Address for communication : Principal Office:
*SPIC House”, 88 Mount Road, Guindy, Chennal - 600 032.
Fax No. ; 044 - 22350703 / 22352163 Email : sgctr!.dep@spic.co‘in

[ o | Financial Calendar for 2003-04 a )
’ ’ {tentative) .
Reporting of results for : . : . .
First Quarter ’ '~ By last week of July 2003
{April-June 2003)
Second Quarter , " ‘ . By last week of -October 2003
(July-September 2003) ‘ o ‘
Third Quarter . . By last week of January 2004
(October-December 2003) B
Fourth Quarter ' ) . By last week of June 2004
(January-March 2004) & for the year ending 31 March 2004 S ’ ] ) ': ," '
Annual General Meetmg .. By end-August 2004
\ J
CERTIFICATE

To the Members of Southern Petrochemical Industries Corporation Limited

We have examined the compliance of conditions of Corporate Governance by Southern Petrochemical !ndustnes Corporation Limited for
the year ended on 31 March 2003, as stipulated in Clause 49 of the Listing Agreement of the said Campany wnth Stock Exchanges in india.

The compliance of conditions of Corporate Governance is the responsibility of the Management. Qur exammatzon was limited to procedures
and implementation thereof, adopted by the Company for ensuring the compliance of the conditicns of the Corporate Governance it is neither
an audit nor an expression of opinion on the financial statements of the Company.

In our opmxon and to the best of our information and according to the explanations given to us, and the representation made by the Directors
and Management; we certify that the Company has complied with the conditions of Corporate Governance as stupuiated in the above mentioned
Listing Agreement,

We state that in respect of investor grievances received during the year ended 31 March 2003, no. mvestor gnevances are pending against
the Company as per the records maintained by the Company and presented to the Shareholders' / Investors' Grievance Committee of the Company.

We further state that such compliance is neither an assurance as to the future wabthty of the Company nor the efficiency or effectiveness
_ with which the Management has conducted the affairs of the Company.
.For A F FERGUSON & Co.
‘ Chartered Accountants
Place : Chennai : o AK.Mahindra
- Date : 26 June 2003 v e Partner
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AUDITORS’ REPORT TO THE MEMBERS OF SOUTHERN PETROCHEMICAL INDUSTRIES CORPORATION LIMITED

We havé audited the attached balance sheet of Southern
Petrochemical industries Corporation Limited as.at 31 March 2003
and also the profit and loss account and the cash flow statement for
the year ended on that date annexed thereto. These financial
statements are the responsibility of the Company's management. Qur,
responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in india. Those Standards require that we plan
. and perform the audit to obtain reasonable assurance -about whether
the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts

-and disclosures in.the financial statements. An audit also includes |

assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial
statement presentation. We believe that our-audit provides a
reasonable basis for our opinion.

As required by the Manufacturing and Other Companies (Auditor's
Report) Order, 1988 issued by the Company Law Board in terms of
section 227(4A) of the Companies Act, 1956, we enclose in the
Annexure a statement on, the matters specified in paragraphs 4 ‘and
- 5 of the said Order:

Further to our comments.in the Annexure referred to above, we repart
that :

(a) wé have obtained all the information and explanations which to
the best of our knowledge and belief were necessary for the
purposes of our audit;

(b}  in our opinion, pro;;er books of account as required ‘by law have
been kept by the Company, so far as appears from our
- examination of books;

(c) the balance sheet, the profit and loss acceunt and cash fiow
statement dealt with by this report are in agreement with the
books of account;

(d)  in our opinion, read with Note 24 which refers to an interim stay
of the operation”.of,Clause 33 of Accounting” Standard 22,
obtained from the Madras High Court, the balance sheet, profit
and loss account arid cash flow statement dealt with by this’

" report comply with“the accounting .standards referred to in
“Section 211(3C) of the Companies Act, 1956,

(e) on the basrs of written representations recerved from the
directors as on 31-March 2003 and taken on record by the
Board of Directors, we report that none of the directors is
disqualified as on -31-March 2003 from being appointed as a
director in terms of section 274 (1) {g) of the Companies
Act,1956.

{f)  As stated in Note 9, an amount of Rs 44872.43 lacs shown
under Loans and Advances representing, Advances against
Equity of Rs.15079.12 lacs, Inter Corporate Deposits of
Rs.9756.99 lacs and interest of Rs. 20036,32 lacs, accrued on
both, has been invested in SPIC Petrochemicals Limited {SPIC

45

{o)

(h)

()

0

(k)

Petrg), a project promoted by the Company in 1994-35. Apart
from the above, debtors also includes Rs.522.96 lacs
recoverable from Spic Petro.

In view of the uncertainty in the implementation of the project
a stage has been reached where, in our opinion, the possibility

of full recovery s remote. The estimate of the impairment has
not been made by the Company. We are unable to express an
opinion on the amount of provision that may be required against
the above amounts.

As stated in Note 10 consequent to the change in the policy
parameters for the 7™ and 8" pricing periods there was a
revision in the retention price of urea. The Company has taken
a view that some of the policy parameters cannot be amended
retrospectively and has reworked the subsidy disregarding
these amendments to the policy parameters as well as other
disallowances made by the Government in its computation of
retention price. AS per these reworkings the Company has
retained the subsidy of Rs 36954.74 lacs accrued in the books
upto 31 March 2002 over and above the subsidy already
granted by the Government,

Pending making of the claim and the uncertainty involved in its
acceptance by the Government, we are unable {0 express an
opinion on the recoverability of the above referred subsidy of
Rs 36954 74 lacs,

As stated in Note 11 the Company has preferred claims with
the Government towards inventory carrying costs etc.,
amounting to Rs.3625.68 lacs which are outstanding for a
considerable period of time. We are unable to express an
opinion on the recoverability of the above amounts.

Attention is invited to Note 12 which sets out the position
regarding investments of Rs.7644.90 lacs , loans of Rs 4900.80
lacs, advance against equity of Rs.1000.00 lacs, quarantees
of Rs.1825.00 lacs, interest and other recoverables of
Rs.9045.30 lacs due from certain promoted companies for
which no provision has been made in the accounts. In view
of the poor operating performance of these companies, in our
opinion, the possibility of full recovery is remote. The estimate
of the loss has not been made by the Company. We are unable
to express an opinion on the amount of provision that may be
required against the above investments, loans, advance against
equity, guarantees, interest and other recoverables aggregating
to Rs.24416.00 facs.

As stated in Note 13 intercorporate deposits amounting to
Rs.675.00 lacs given to four companies in 1999 are yet to be
recovered with interest and Rs.2760.40 Jacs is due towards
ship hire charges, sale of ship and other recoverables from a
Company which is in financial difficulties. We are unable to
express an opinion on the recoverability of the above amounts.

Attention is invited fo Nofe 14 which explains the position
regarding the restructuring of the Company’s debt under the
Corporate Debt Restructuring (CDR) scheme. The debt
restructuring is pending approval from 40 participating Jenders.




Further all the special and general conditions imposed by the
COR cell are yet to be complied with. Pending implementation
of the CDR the Company has provided interest on fts loans
based on the ferms and rates specified in the COR proposal
resulting in a fower interest charge of Rs.4110.36 iacs in the
profit and loss account. Pending confirmation of balances of
foan/ interest as on 31 March 2003 by the respective 40
participating fenders we are unable to express an opm;on in
this matter,

Subject to our comments in paragraphs {f), (g), (h), (i), () and

{k} above, the effect of which could not be determined, in our
opinion, and to the best of our information and according to the
explanations given to us, the accounts give the information
required by the Companies Act, 1956 in the manner so required

Annexure referred to in paragraph 3 of the report of even date
of the Auditors to the Members of Southern Petrochemical
Industries Corporation Limited on the Accounts for the year
ended 31 March 2003.

1.

The Company has maintained proper records: showing full
particulars including quantitative details and situation- of fixed

‘assets. The Company has a programme of physical verification

of its fixed assets, over a period of three years. In accordance
with this programme, certain fixed assels have béen physically
verified by the management during the year and no serious
discrepancies have been noticed on such. verification. In our
opinion, the frequency of verification is reasonable having

* regard fo the size of the Company and the nature of the assets.

The Company has revalued certain fixed assets during the year
on the basis indicated in Note 4(d) to' the accounts.

The stocks of finished goods, stores, spare parts and raw
material have been physically verified by the management
during the year. In our opinion, the frequency of verification is
reasonable. In the case of stocks lying with third parties,
certificates for such stocks have been obtained from most of the
parties.

The procedures of physical verification of stocks foliowed by the
management are reasonable and adequale in refation to the
size of the Company and the nature of its business.

The discrepancies noticed on verification of inventories as
compared to the book records were not material,

In our opinion, the valuation of stocks is fair and proper in
accordance with the normally accepted accounting principles
and is on the same basis as in the previous year.

The Company has not taken any loans, secured or unsecured,
from companies, firms or other parties listed in the register
maintained under Section 301 of the Companies Act, 1956,
where the rates of interest and other terms and conditions of
such loans are prima facie prejudicial to the interest of the
Company. In terms of Section 370(6) of the Companies Act,
1956, provisions of the Section are not applicable to a Company
on or after 31 October 1998.
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_"and give a true and fairv\v'iévf"i'ri conformity with the accounting

‘ ‘prmCIples generally accepted in India

{i) in the case of the balance. sheet of the state of affalrs of
the Company as-at-31 March 2003;

.. (i) in the case of the profit and loss account, of the loss for
‘ the year-ended on that date; and L

10.

1.

" in the case of the carsh*ﬂ’ow statement, -of the cash flows
for the year ended on that date. o

For AF FERGUSON & Co.,
. Chartered Accountants

A K Mahindra
' Partner

: Chennai |
1 .26 June 2003

~t

R

*. The Company has not granted any, !oans secured or
* unsecured, to companies, firms or other pames listed in the

reg»ster maintained: under Secnon 301 of the Companies Act,
1956, where the rates of interest and other terms and conditions
of such loans are prima facie prejudfcea) lo the interests of the
Company. In terms. of Section 370(6) of ‘the Companies Act,
1956, provisions of the Section are not apphcable to a Company
on or after 31 October 1998. i

Sub;ect {0, loans and advances g/ven to SP/C Petrochemicals
Limited, certain pramotéd companies and certain other
companies. referred to in Notes 9,12 and-13 of Schedule 15
together-with - our comments in para {f), (i} and (j} referred to
in our-report.on the financial statements, the parties to whom
foans and advances in the nature of loans have been given by
the Company are repaying the prmc;paf amounts as stipulated
and are regular m the payment of mtemst

n our opinion: and accordmg to nthe information and
explanations given to us and having regard to the explanations
that some of the items purchased/sold are of a special nature
and for which comparative quotations/prices are not available,
there are adequate internal control procedures, commensurate

. with the size of the Company and the nature of its business with

regard to purchase of stores, raw-materials including
components, plant and machinery, equipment and other assets
and for the sale of goods.

Accarding to the information and explanations given to us, and
having regard to our comments in-para 10 above, where
transactions have been made with-different parties, the
transactions of purchase of goods and material and sale of
goods, material and services made in pursuance of contracts or
arrangements entered in the register maintained under Section
301 of the Companies Act, 1956, and aggregating during the
year to Rs. 50000 or more in respect of each party, have been
made at prices which are reasonable, having regard to the
prevailing market prices of such goods, materials or services
as available with the Company or the prices at which
transactions for similar goods or services have been made with
other parties.




12.

13.

14,

15.

186.

17.

As explained to us, the Company has & regular procedure for
the determination of unservrceable or damaged stores, raw.
materials and finished goods and ‘adequate provision has been
made in the accounts. In respect of goods traded, adequate
provision'.has been made in-the accounts for goods found
damaged during -the physical verification of inventories.

In respect of deposits accepted from the public, the Company
has complied with the prdvisions of Section 58-A of the
Companies Act, 1956, and the Companies (Acceptance of
Deposits) Rules, 1975. ‘

As explained to us, the Company is maintaining reasonabie
records for the sale and d\sposal of realisable by-products and
scrap.

In.our opi'nion, the Company has an adeo'uate internal” audit
system commensurate with the size and niature of its business.

We have broadly reviewed the books of accounts maintained by
the Company, pursuant to the ru\es prescnbed by the Central
Governmeiit, for the malmenance of cost records under Section
209 (1) (d);of the Companres At 1956, in respect of the
manufacture of fertilisers, sulphurlc acid | Pencrllm G, bulk
drugs and formulatrons and are of the opinion’ “that prima facie
the prescrrbed accounts and records have ‘been made and
maintained. ‘We have not, however 'made a detailed
examinatio of the records with a wew to salrsfy ourselves that

the records are complete and correct. We have been informed

that the Central Government has not prescribed the
marntenance of cost records in respect of other products

According to the records of the Company, Provident Fund and
Employees'. State Insurance dues have .been regularly
deposited during the year with the appropnate authorities.

R A

According to the mformahon and explanatrons grven to us, there
are no materral undlsputed amounts payable in respect of

‘income-tax, wealth Aax, sales-tax, customs duty and excise duty

which are outstanding as on 31 March 2003 for a period of more
than six months from the date they became payable.
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19.

20.

Se»iIc

On the basis of examination of books of account carried out by
us in accordance with generally accepted auditing practices and
according to the information and explanations given to us, no
personal expenses . of the employees or directors have been
charged to the profit and loss account, other than those payable
under contractual obligations or in accordance with the
generally accepted business practice.

For the purpose of determining whether the Company is a sick
company or not the effect of matters mentioned in paras (f}, (g),
(h), (i), () and (k) referred to in our report on the financial
statements, which are not capable of being quantified i.e,
unquantified qualifications, have not been taken into
consideration. On this basis, in our opinion, the Company is not

" a sick industrial company within the meaning of clause (o) of

21.

Place :

Date

sub section (1) of section 3 of the Sick Industrial Companies
(Special-Provisions) Act, 1985

With regard to service activities of the Company, in our opinion,

(i)  the Company has a reasonable system of recording
receipts, issues and the consumption of material and
stores and allocating materials consumed to the relative
;obs commensurate with its srze and nature of its
business;

the Company has a reasonable svystem of allocating man-
hours utilised lo the relative jobs, commensurate with its
size and lhe nature of its busmess

there is a reasonable system of authorisation at proper
levels and an adequate system of Internal control,
commensurate with the size of the Company and the
nature of its business, on issue of stores and a]locatron
of stores and fabour to jobs.

For A F FERGUSON & Co,,
Chartered Accountants

A K Mahindra
Partner

Chennai
. 26 June 2003




BALANCE SHEET AS AT 31 MARCH 2003
Schedule

SOURCES OF FUNDS

Shareholders’ funds:
Share capital
Reserves and _Surplus

Loan funds:

Secured
Unsecured

TOTAL

APPLICATION OF FUNDS

As at

31 March 2003

10054.77 -
102515.70

165931.63

65771.84

112570.47

231703.47
344273.94

(Rupees in lacs)
As at
31 March 2002

10054.77
76683.89
86738.66

153097.04

67921.58

221018.62
307757.28

Place : Chennai
Date : 26 June 2003
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Fixed assets: 5 .
Gross block 243280.83 228148.12
Less : Depreciation 108940.64 119978.38
Net block 134340.19 . 108169.74
Capital work-in-progress / advances 3045.00 15889.81
137385.19 124059.55
Investments : 6 39571.41 39401.75
Current assets, loans and advances:
Inventories 7 13182.87 23200.87
Sundry debtors 8 - 22099.46 24043.26
Cash and bank balances 9 2416.74 2045.36
Loans and advances § 10 1561771.54 163472.90
189470.61 202762.39
Less : Current liabilities and provisions , 11 .
~ Liabilities 55474.86 60314.27
Provisions 8.54 19:61
55483.40 60333.88
Net current assets . 133987.21 142428.51
Miscellaneous expenditure (Note 6)
(to the extent not written off or adjusted) 746.52 1867.47
Profit and loss account 32583.61 -
TOTAL 344273.94 307757.28
Notes on accounts 15
Per our report attached ,
For AF FERGUSO?\f& co,, Dr A C MUTHIAH BABU K VERGHESE
Chartered Accountants . Chairman Managing Director
A K MAHINDRA MG THIRUNAVUKKARASU
Partner Finance Director

N RAMAKRISHNAN
Secretary
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2003

o

INCOME
Sales and services
Other income
TOTAL INCOME
EXPENDITURE
Purchase of finished goods
Manufacturing and. other expenses
Interest anq financial charges (net)

Interest and exchange fluctuation
on FRN (Note 16)

Interest on advance against equity to
SPIC Petro (Note 17)

Depreciation for the year
Less : Credit for amount withdrawn

from revaluation reserve [Note 4(e)]

TOTAL EXFsENDlTURE

- (Loss) for the year
Profit brought forward

Transferred from general reserve
Balance loss carrigdﬂté balance sheet

Basic and diluted earnings per share (Rs))
Notes on accounts .

Schedule - Year ended

31 March 2003

163248.81
2208.02
165456.83

815.22
157872.61
17802.68
11627.84

10573.314
6990.36

2656.22
4334.14

203025.80

(37568.97).

4985.36
(32583.61)

(42.93)

- Smic

(Ru'pees in lacs)
Year ended
31 March 2002

170064.14
2134.26 )
172198.40

18656.41
150418.45
20235.96

9297.63

485025

4438.38
193749.20

(21550.80)
911.74
20639.06

(24.98)

- Per our report attached to the Balance Sheet
For A F FERGUSON &.CO.,

‘Chartered Accountants .-

A'_K MAHINDRA - - '

Partner-

Place : Chennai

Date : 26 June 2003

Dr A C MUTHIAH
Chairman
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BABU K VERGHESE
Managing Director

M G THIRUNAVUKKARASU
Finance Director

N RAMAKRISHNAN .
Secretary




SCHEDULE 1 | | I (Rupees in lacs)

As at _ ‘, As at
SHARE CAPITAL 31 Mareh 2003 | 31 March 2002
Authorised: o .
19,10,00,000 Equity shares of Rs.10-each 19100.00 Y 19100.00
1,09,00,000 Redeemable cumulative preference A ST A
shares of Rs.100 each ©10900.00 o 10960.00
' : - 30000.00 30000.00
Issued, subscribed and paid up: : . ‘
8,80,47,700 Equity shares of Rs.10 each - sseaTT . . 8804.77
3,00,000 14.50% Redeemabie ' B
cumulative non-convertible preference s
shares of Rs.100 each 300.00 ‘ 300.00
8,50,000 11.50% Redeemable |
cumulative non-convertible preference . o «
‘ shares of Rs.100 each . . 850.00 ‘ 850.00
1,00,000 10.00% Redeemable , S o
cumulative non-convertible preference ‘ ‘ ’ - ‘ !
shares of Rs.100 each - 100.00 100.00
10054.77 10054.77

1. Equity shares
(@) 1,70,00,000 Equity shares were allotted as fully paid up bonus shares, by capitalisation of Rs.1700 lacs from Genera\ Reserve

2. Preference shares:

(a) 14.50 per cent Redeemable’ cumulatlve non-convertible preference shares of Rs. 300 lacs issued on private placement basis, redeemable
at par after the expiry of 60 months from the date(s) of allotment, have fallen due for redemption during the year 2001-02.

{b) 11.50 per cent Redeemable cumulative non-convertible preference shares of Rs. 850-lacs.issued on private bra‘cemept basis, redeemable
at par after the expiry of 36 months from the date(s) of allotment, have fallen due for rédemption during the year.

{c) 10.00 per cent Redeemable cumulative non-convertible preference shares of Rs: 100 lacs.issued on private placement basns are redeemable
at par after the expiry of 36" months from the date{s) of allotment.

SCHEDULE 2 : o o "~ (Rupees in lacs)
' As at . As at
31 March Additions - Deductions 31 March
2002 _ R 2003

RESERVES AND SURPLUS ) L . ‘ R
Securities Premium Account L o 13322:35" - - 13322.38
Debenture Redemption Reserve 3800.00 R - \3800;00
Revaluation.Reserve Account [Note 4] 48076.18 350886.61 ; '4“269.44 78893.35
Capital Redemption Reserve 6500.00 - - . - 6500.00
General Reserve ‘ : 498536 - - 4985.36* -

76883.89  35088.61  9254.80  102515.70

* Transferred to profit and loss account -
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_ SPiIc

SCHEDULE-3 - - - - ‘ ~ (Rupees in lacs)
' As at As at
. - 31 March 2003 31 March 2002
SECURED LOANS
I.  Privately placed non-convertible debentures : o
(i) Series VI : : : 6514.03 5839.79
(i) Series VI (interest accrued and due) . 112.87 179.57
(i) Series Xl o S . 11555.04 ’ 11138.84
. Loans : T
(@) From banks ) -
(i) ~Term loans L : 3495.02 3711.50
(if) Workrng caprtal loans and cash credrt facrlrtres 108237.82 97253.66
(b) From financial institutions , ,
Term' loans e 36016.85 : 34973.68
165931.63 153097.04

Notes PRI .

1 {a) Debentures disclosed in Item | above, are secured / to be secured by a pari-passu charge on immovable properties, both present and
future, by way of joint equitable mortgage and charge on the movable assets, both present and future, by way of hypothecation (save
and-except book debts) subJect to prior-charge on current assets in favour of the Company's Bankers, except for charges stated in
3(b) below. - - e,

(b) Series VIl Non-Convertible Debentures of Rs. 5000 lacs, mcluded under item | (i) above, are redeemable at par as follows :
(M Rs 2500 lacs on 1, August 2002
(if) Rs. 2500 facs on 1 August 2003
(c) Series XIII Nen- Convertible Debentures of Rs.10000 lacs mcluded under item no. |, (i} above, are redeemable at par as fotiows :
{0 Rs3333 33 lacs on 18 Aprrl 2003 and on 29 August 2003 ’
(i) Rs3333.33 lacs on 18 April,-2004 and on 29 August 2004
(iii) Re:8333.34 lacs on 18 April; 2005 and on 29 August 2005 -
2.0 (a) Term IG4n"6f Rs.256.72 lacs (previods yéar Rs.219.09 lacs) from a bank, included under item li{a)(i) is secured by a pari passu charge
’ by wayof joint equitable mortgage of all immovable properties-and secured by way of hypothecation (subject to Bankers' prior charges)
of all the present and future movable properties of the Company except for charges stated in 3(b) below.
(b) Term loans of Rs.3238.30 lacs (previous year Rs.3492.41 lacs), included under item l{a)(i), availed from toreign banks are secured
by guarantee issued by a nationalised Bank, which guarantee is secured by a pari passu second charge on immovable properties by
. way of j6ifit* €quitable mortgage. (A )
3. (a) Term loans of Rs.31963.40 lacs (previoﬂs‘{ year Rs.31349.93 lacs), from financial institutions, included under Il(b), are secured / to be

©

secured by a pari passu charge by way of joint equitable mortgage of all immovable properties and secured by way of hypothecation
(subject to bankers’ prior charges) of all present and future movable properties of the Company except for charges stated in 3(b) below.
Loans |n respect of one institution are to be further secured by pledge of specified shares.

Term Ioan of 'Rs.1251.90 lacs (prewous year Rs 1123.75 facs) from a financial institution incluced under item li(b), is secured by
equrtable mortgage of all immovable propertles of the Tissue Culture Prorect

Term loan of Rs.2801.55 lacs (prevrous year Rs.2500 lacs) from a financial rnstttution included under item 1I(b), is to be secured by
a pari pass'u charge by way of joint equitable mortgage of the Company's Housrng colony at Tuticorin. .

4, Working capitai: facrhtles from banks, disclosed-under item ll(a)(ii}), are secured by way of hypothecation of inventories and all present and
future book debts of the company including Government subsidies and secured / to be secured by second charge on immovable properties
by way of joint equitable mortgage, except for charges stated in 3(b)-above and are further secured / to be secured by Personal Guarantee
of a director {which has been counter guaranteed by the Company) and by pledge of shareholding of the private promoters in the company
and pledge of shares held by the company which have been identified for disinvestment.
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SCHEDULE 4 - (Rupees in lacs)

As at . As at

31 March 2003 31 March 2002
UNSECURED LOANS

(@) Floating rate notes ) » 56988.00 58572.00
(b) Fixed deposits 2898.78 . 3441.58

. (¢} Short-term loans and advances from other than banks 5§770.00 ‘ 5810.00
- (d) Long-term loans and advances from others ) ' 115.06 . 98.00

65771.84 ’ 67921.58

SCHEDULE 5
FIXED ASSETS ) . (Rupees in lacs)
COST OR VALUATION DEPRECIATION ’ NET BOOK VALUE
L As at 31 Revaluation | Additions/ [ Deductions/ As at 31 [ As at 31 Revaluation | For the { Deductions/ As at 31 | As at 31 } As at 31
Description March lift | Adjustments JAdjustments March March uplift Year Adjustments March March March
2002 up ! d 2003 | 2002 P ' 2003 | 2003 | 2002

Freehold land

and development 5154.60 2372.02 0.09 27.43 7499.58 - - - | 7499.58 | 5154.60 :

Leasehold land 130.39 - - 0.46 120.93 - - - 129.93 130.39

Buildings and P '

sanitary fittings 28985.39 4740.22 2391 17240 | 3357742 | 857352 1686.47 558.92 15.30 | 10803.61 | 22773.51 |- 2041187

Plant and machinery| 174676.05] 13719.5¢ 1300.22 1979.39 | 187716.39 | 101081.78 | -14543.84 | 5353.40 762.76 | 91128.58'| 96587.81 | 73594.27

Electrical fitfings '

and water supply : | ’

installations 5915.90 997.81 3.42 13.61 6903.52 | 3191.26 125.11 247.33 . 021 | 3563.49 | 3340.03| 272464

Furniture, fixtures, )

office and . | PR

other equipment 5015.67 - 168.44 294.07 4890.04 | 2372.56 B 304.42 164.59 | 251239 237765 2643.11

Roads 882.98 191.13 - - 1074.14 532.07 -318.08 23.57 - 237:56 836.55 350.91

Railway siding _ 50131 3677 - 1115 526.93 86.42 2119 19.88 - 127.49 399.44 414,89

Vehicles 1059.77 - | 4627 142.83 963.21 §67.72 - 101.18 101.38 567.52 395.69 492,005

Ships 5826.06 - - 5826.06 -1 357305 - 381.56 3954.71 - e -1 225301

Total 228148121 2205746 | 1542.35 8467.10 | 243280.83 | 11997838 | -13029.15 | 6990.36 4998.95 [108940.64 | 134340.19

Previcus year 20784260 -1 1783.00 1483.48 | 22814812 | 111805.47 -1 929763 112472 11997838 | - 108169.74

Capital work-in-

progress / . .

advances 3045.00 | 15889.81

TOTAL ‘ " | 137385.19 | 124059.55

Net deductions for the yéar on account of exchange fluctuation is Rs. 386.81 lacs (previous year net additions Rs. 905.63 lacs)
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SCHEDULE 6

INVESTMENTS

NON - TRADE (AT COST) - LONG TERM
(Unquoted unless otherwise stated)

In Kisan Vikas Patra
In Indira Vikas Patra

In shares (fully paid)

25 shares of Rs.5 each in Kodaikanal Co-operative
Stores Limited costing Rs. 125

. 15 shares of Rs.50 each in Cuffe Castle
Co-operative Housing Society Limited

Chennai Willingdon Corporate Foundation
50 Equity shares of Rs. 10 each

fn units of Unit Trust of India
25020 units of Rs. 10 each

In GIC Fortune-94 units of GIC Mutual Fund
12626 units of Rs.10 each

In 11 per cent MSEB bonds
in 13.75 per cent IDCOL bonds
In APSEB Bonds

TRADE (AT COST)-LONG TERM
(Fully paid Equity shares and unquoted, unless otherw:se stated)

IN SUBSIDIARY COMPANIES

Indo-Jordan Chemicais Company Limited
23163000 Equtty shares of JD 1 each

SPIC Holdings and Investments Limited
30000000 Equity“shares of Rs. 10 each

Ing- ltal Chemicals Limited
88815 Equity shares of Rs. 100 each

Gulf SPIC Bahrain EC, Bahrain
29700 Equity shares of BD 1 each

SPIC Fertilizers and Chemicals Ltd, Mauritius
32640000 Equity shares of USD 1 each -

SPIC Biotechnologies Limited
50000 (previous year 70) Equity shares of Rs. 10 each

OTHERS

Gulf SPIC General Trading & Contrecting Co. WLL., Kuwait
49 Equity shares of KD 2500 each

Technip India Limited
1450000 Equity shares of Rs. 10 each
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As at
31 March 2003

19.35

36.81

336

1.00 .

7.07

23.29

13747.68
3000.00
232.67
33.38
11807.40

5.00

171.46

145.00

— SmIc

(Rupees in lacs)

As at
31 March 2002

19.35
47.81

3.36

1.00
10.40
15.75

A

13747.68
13000.00 "
232.67
33.38

11807.40

0.01

= 145.00




‘ INVESTMENTS (Contd.)

As at

31 March 2003

Industnes Chlmlques Du Senegal (ICS)
Senegal, West Africa
147097 Equity shares of 10000 CFA.F each

‘Tuticorin‘ Alkali Chemicals and Fertilisers Limited
6680113 Equity shares of Rs. 10 each (quoted)

South India Corporation (Agencies) Limited :
© 266667 Equity shares of Rs. 10 each (quoted)

Tamilnadu Petroproducts Limited
15234375 Equity shares of Rs. 10 each (quoted)

SPIC- JEL -Engineering Construchon lelted
'900000 Equity shares of Rs. 10 each

SF’EL Semlconductor Limited _ v
10551994 Equity shares of Rs 10 each (quoted)

Manali Petrochemlcal Limited
43910702 Equity shares of Rs. 10 each (quoted)
Biotech Consortium India Limited :
250000 Equity shares of R$.~10 each

ICIC! Bank Limited
383 Equity shares of Rs. 10 each (quoted)

State Bank of Bikaner and Jaipur
' 345 shares of Rs. 100 each (quoted)

Cuddalore SIPCOT Industries Common Utilities Ltd
15915 equity shares of Rs. 100 each

Aggregate vvalue of unquoted in‘vestme.nts
Aggregéie value of quoted investments

Market value of quoted investments

SCHEDULE 7

INVENTORIES
Stores and spares
~Raw materials
Work-in-process
Contiacts-in-progress 1413.54

Less : progress payments received

'Finished goods

54

538.39

443.43
1935.67
80.00
1980.47
146.16

1224.91

' 4484.32

25.00

0.20

1.85

15.92

38571.41

29863.99.

9707.42
. 4251.08

5495.03
2824.30

839.05

875.15
3149.34

13182.87

‘Rupees in lacs)

As at
31 March 2002

443.43

»

1935.67 -
80.00
1980.47
146.16
1224.91
4484.32

25.00

0.20

1.85

15.92

NN 39401.75

-29694.33
9707.42
4146.38

5657.57
4912.44
771.39
16304.98

14271.37

2033.61
9825.86
23200.87




SCHEDULE 8

— GPIC

As at

31 March 2003

SUNDRY DEBTORS

Unsecured : .
Debts outstanding for a period exceeding six months: ,
Considered good 7043.15

_Considered doubtful 980.93

Other debts_:
Considered good

Less : Provision for doubtful debts

SCHEDULE 9
CASH. AND BANK BALANCES

Cash and cheques on hand

Bank Balances
With scheduled banks :
In current accounts
In fixed deposits .

With other banks :
In current accounts
- The Gulf Bank, Kuwait 1)
- Burgan Ba_nk‘ Kuwait - (2)

Maximum Balance at any time during the year

Current Year Previous Year
(1) Rs. 5.36 lacs - Rs. 5.2P lacs
(2) Rs. 39.78 lacs Rs. 204.07 lacs

55

8024.08

15056.31°
12308039 '

980.93

22099.46

13.05

26948~
2133.62

0.14
0.45

2416.74 -

1

954.85 .

(Rupées in lacs)

As at.
31 March 2002

8911.10 .
086595
15132.16
7 24998:117
95485
- 1. 2404326

" 14.06

- 28376
. 174211

TV

5.29
;0.4

e

.2045.36




SCHEDULE 10

As at

(Rupees in lacs)
As at

_ 31 March 2003 31 March 2002
LOANS AND ADVANCES '
Advances to subsidiary companies . : 8107.50 8000.98

Advances recoverable in cash or in kind
or. for value to be received:

Secured-Considered good ‘ 197.18* 628.95*
Unsecured: . _ :
Considered good 142090.18 S 143870.67
Considered doubtful 1.24 , 17.26
o ' o 142091.42 143887.93
Less : Provision for doubtful advances . 1.24 17.26
‘ ST ’ 14209018 — 143870.67
fncome-tax payments less provision 1231.77 s 965.86
Balance with Customs, Port Trust and
Central Excise on current accounts .. o . 144.91 - ‘ 6.44
‘ - 151771.54 . 153472.90

* Represents employees’ loans which is disclosed net of loans of Rs. 662.80 lacs (previous year Rs."2303.16 lacs) received from Housing Finance
* companies. The said loans received-are-secured by equitable mortgage of employees’ properties who have availed loans under the scheme.

SCHEDULE 11 o
CURRENT LIABILITIES AND PROVISIONS
CURRENT LIABILITIES:*

Sundry creditors ‘ :
- total outstanding dues to small scale -

industrial undertakings ‘ - 30.32 - 9.85
- others D 54212.74 57062.02
Unclaimed dividends . i 129.00 145.18
Interest accrued but not due on loans 1102.80 3097.22
: o - .55474.86 — 60314.27
PROVISIONS: RN _ , .
Gratuity , - 8.54 19.61

55483.40 oo 60333.88

*There are no amounts due and outstanding to be credited to the Investor Education and Protection Fund

SCHEDULE 12 ‘ Year ended . Year ended
. ’ 31 March 2003 _ . 31 March 2002

OTHER INCOME | ~

Dividends from trade investments : 445.25 427.56

Dividends from subsidiary companies . 8.88 ‘ -

Interest from non-trade investments : - . 1.96 0.27

(Tax deducted at source Rs.0.24 lacs;
previous year Rs. Nil)

Miscellaneous ' ‘ 1751.93 . . 1706.43
' 2208.02 2134.26




SCHEDULE 13

MANUFACTURING AND OTHER EXPENSES .

Raw materials consumed
Opening stock

Add: Purchases
Less: Cost of raw materials sold

. Less: Closing stock

Raw materials consumed

Stores and spares consumed

. Power, fuel and water charges

Sales promotion expenses

Salaries, wages and bonus

Contribution to gratuity and superannuation funds
Contribution to provident and other funds
" Staff welfare expenses :
Rent

Rates and taxes

Excise duty

Insurance

Repairs to:

Plant and machinery
Buildings
Others -

"Rebates and discounts

Packing, transporfation and handling

Provision for doubfful debts and advances (net)
Turnover tax

Loss on sale of assets (net)

Loss on sale of investments

Supply of materials and equipment for construction contracts

Sub-contractors payments
Miscellaneous expenses

Opening Stock
Finished goods

Work-in-process (mcludmg Contracts in progress)

Closing Stock
Finished goods

Work-in-process (including Contracts in progress)

1 4912.44
66824.04
71736.48
1202.52
70533.96
2824.30 ,
. 67709.66
950.70
25510.26
351.50
7598.51
997.16
286.85
' 609.67
1010.70
137.60
1654.81
.1099.56
1436.01
506.04
1226.27
3168.32
5753.86
8904.77
10.06
996.82
262.42
2592.08
1480.99
5286.01
9825.86
17076.37
26902.23
3149.34
2252.59
5401.93
21500.30 -
157872.61

57

Year ended
31 March- 2003

Seic

(Rupees in lacs)

Year ended
31 March 2002

2956.06
66560.76 -
69516.82
74512
68771.70
4912.44
63859.26
1541.22
20116.30
544.77
781733
244.16
311.09
- 660.89
1427.08
384.73
1554.02
906.27
2138.65
871.04
486.60
3496.29
5270.74
11014.04
60.71
1119.72
0.29
2976.90
1799.92
3738.44
8177.34
13167.42
27130.85
40298.27
9825.86
17076.37
26902.23
13396.04
150418.45
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SCHEDULE 14 : (Rupees in lacs)

Year ended Year ended
31 March 2003 31 March 2002
INTEREST AND FINANCIAL CHARGES o
- On debentures ‘ ' 1502.43 ] ‘ 2028.71
On other fixed interest bearing Loans 6021.62 7972.20
On others 10418.59 17413.94
17942.64 ' | 2741485
Less : Interest on advances to companies ’ - -- ’ 4846.86
Interest on deposits, book debts, loans and
others (Tax deducted at source on interest o
received Rs. Nil, previous year Rs.66 lacs) 139.96 2332.03
A 13996 — — 7178.89
. 17802.68 20235.96

SCHEDULE 15
NOTES ON ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2003
1. ACCOUNTING POLICIES

The significant accouniing policies followed by the Company are as stated below: .

(i

()

(i)

Fixed Assets and Depreciation

Fixed Assets are capitalised at acquisition cost, including diréctly attributable cost of bringing the assets to its working condition for
the intended use. Borrowing costs incurred on fixed assets from 1 April 2000 are being capitalised in accordance with the Accounting

~Standard 16, which comes.into effect in respect of accounting periods commencing on 1 April 2000.

Certain assets have been revalued as on 1.1.1985, 31,3.1996, 1.4.1998, 31 3.1999, 31.3.2000 and 1.4.2002 and the resultant surplus
has been added to the cost of the assets.

Depreciation on fixed assets is provided on straight-line' method in accordance with Schedule X!V to the Companies Act, 1956. Where
carrying value of an asset has undergone subsequent changes on account of exchange fluctuation, the depreciation on thé revised
unamortised depreciable amount is provided prospectively over the residual useful life of the assets.

Foreign Currency Transactions
Foreign currency transactions are recorded in he books by applying the exchange rate as on the date of the transaction.

Foreign currency liabilities, arising on account of acquisition of assets, are converted at the exchange rate prevailing.-on the last working
day of the accounting year or forward contract rates, as applicable, and the exchange difference is adjusted to the cost of assets.

Investments in foreign currency are reported using the exchange rate at the date of the transaction.

Other foreign currency assets and liabilities are converted at the exchange rate prevailing on the last working day of the accounting

-year or forward contract rates, as applicable, and the exchange difference is adjusted to the profit and loss account except in case

of forward contracts, where the difference between forward rate and exchange rate at the date of the transaction is tecognised over
the ‘Iife of the contract.

Investments

Long term investments are valued at cost. Borrowing costs incurred on specific borrowings for funds used for investments in /-advances
made to companies (where such advances are to be adjusted eventually against the equity to be issued.by those companies) are
capitalised as part of the carrying amount of the investments / advances. The company follows this policy in respect of those companies
promoted by it and where it has an effective control over the operations of the. investee companies. This policy of capitalising such
borrowing costs has been discontinued from the current year and interest capitalised for the period 1.4.2000 to 31. 3 2002 has been
charged to the profit and loss account (Refer Note 17).




(Vi)

{vii)

Inventories

Inventories are valued at lower.of cost and net realisable value except stores, spares and loose tools, which are valued at cost and/
or below cost. The method of determining cost of various categories of inventories of various divisions is as follows:

Stores, spares and raw materials = Monthly weighted average method/hrst in first out method/annual average method
Loose tools ‘ . - Valued at cost which is depreci ated over a period of three to eight years on stratght line
method

Work-in-Process and finished goods - Average cost of last quarter's produchon/ average annual cost, computed on full absorption
‘ costing method

Revenue Recognition -
{a) Revenue in respect of sale of products and scrap is recognised at the paint of despatch to customers from plants and warehouses.

(b} Under the retention pricing scheme, the Government of India reimburses the fertiliser industry, the difference between the retention
price based on the cost of production and selling price (realised from the farmers) as fixed by the Government from time to time,
in the form of a subsidy. This has been accounted as income on the basis of movement of fertiliser from the factory as per the -
procedure prescribed by the Government and not on the basis of ultimate sales. In the case of increase in input costs / expenses
for which retention price is yet to be announced, the Company makes a reasonable estimate of incremental amount due and
accrues the same as income for the year.

(c) Long-term contracts which were hitherto being accounted on completed contract method is, from the current year, being accounted
on percentage completion method (see note 22),

Research and Development Expenditure : -
Research and Development expenditure is charged to the profit and loss account in the year in which it is mcurred

Retirement Beneftts :
Contribution to- prov1dent fund is made monthly, at a predetermmed rate, to the Provident Fund Trust and eccounted on an accrual

basis. -

Liability for superannuahon gratutty and leave encashment benefit is provided based on an actuanal valuauon and accounted on accrual
basis. .

Liability under )Zoluntary refirement scheme is charged to the profit and loss account over a period of five years from the accounting
year in which the liability is incurred.

Premium payable ‘on redemption of debentures

Premium payable on redemption of debentures is accounted for in the year of redemption of debentures.
Share and Debenture issue expenses

Issue expenses are adjusted directly to securities premium account.

Estimated amount of contracts remaining to be executed on capital account and not provided for (net of advances) Rs. 533.97 lacs
{previous year Rs.119.98 lacs).

Cumulative Preference Dividend and dividend tax not provided up to 31 March 2003 is Rs. 672.95 lacs (previous year Rs. 444 .44
lacs).

Contingent Liabilities

(a)

Bills and Cheques discounted Rs.883.34 lacs v(previ_ous year Rs.1715.61 lacs)
Claims not acknowledged as debts Rs. 5391.37 lacs (previous year Rs.4964.56 lacs) ,
Guarantees/Security given to banks/financial institutions on behalf of other companies Rs. 6720 lacs (previous year Rs. 6720  lacs).

- Fixed assets (other than furniture and fittings, office equipment, vehicles, ships and certain buildings and plant and machinery) have

been revalued as on 31 March 1996 on the basis of ‘Existing Use Valug' by independent professional valuers. The resultant surplus
on such revaluation over the written down value of these assets amountmg to Rs.36659.06 lacs has been credited to Revaluation
Reserve as on 31 March 1996,

Land, -buildings and plant and machinery relating to Pharmaceuticals and Biotechnology Divisions have been revalued as on
31 March 1899, on the basis of ‘Existing Use Value' by independent professional valuers. The resultant surplus on such revaluation
over the written down value of these assets amounting to Rs.5412.77 facs has been credited to Revalugtion Reserve as on
31 March 1999, .
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Fixed assets (other than furniture and fittings, office equipments and vehicles) of the Tuticorin Plant have been revalued as on
31.3.2000 on the basis of 'Existing Use Value’ by independent professional valuers. The resultant surplus on such revaluation over
the written down value of these assets amounting to Rs.30905.38 lacs has been credited to Revaluation Reserve as on 31.3.2000.

Fixed assets {other than furniture and fittings, office equipment and vehicles) of the Tuticorin Plant have been revalued as on 1.4.2002
on the basis of ‘Existing Use Value' by independent professional valuers. The.resultant surplus on such revaluation over the written
down value of these assets amounting to Rs. 35086.61 lacs has been credited to Revaluation Reserve as.on 01.4.2002,

The depreciation charge for the year shown in the profit and loss account is after deducting an amount of Rs. 2656.22 lacs {previous
year Rs. 4859.25 lacs) representing the extra depreciation arising on revaluation of fixed assets withdrawn from Revaluation Reserve.

(i  Also, deducted from the revaluation reserve is an amount of Res. 1613 22'lacs (previous year Rs. 213. 29 lacs) in respect of certain
adjustments for deletion of revalued assets.

The Company has glvert an undertaking to the financial institutions for non-disposal of its shareholdings in Tuticorin Alkali Chemicals and
Fertilisers Limited, Tamilnadu Petroproducts Limited, Manali Petrochemicals Limited and SPEL Semiconductor Limited wrthout their prior
approval, .

Miscellaneous expenditure, to the extent not wiitten off or adjusted, representsf

(@) Rs. Nil {previous year Rs.743. 26 lacs) being expenditure on major repairs and renewals to ships, which were incurred on account of
- special surveys and compllance with statutory requnrements Such expenditure is charged off proportlonately over the period the benefit
. is expected to be derived. :

{b) " Rs. 746.52 lacs (previous year Rs.1124.21 facs) belng amounts paid/payable under Companys voluntary retirement scheme for
employees amortized over a period of five years from the accounting year in which the Hability is |ncurred

(a) Research and Development expenses incurred on revenue account lS Rs.’455.89 lacs (previous year Rs: 457 35 lacs)

' (vb-) _Exchange vanatlon (net) charged to the proflt and [oss account Rs 387 47 lacs (previous year Rs. 3088.81" lacs).

Loans and advances include advances - given to four companies amountmg to Rs. 41012.48 lacs (prevrous year - flve companies -
Rs. 52362 77 lacs) to be adJusted against equrty shares to be issued by thése companies.

The Company promoted during 1994-95, SPIC Petrochemlcals Limited (SPIC Petro). Loans and advances as at. 3t March 2003 include Rs.
44872.43 lacs (previous year Rs. 43159.70 lacs) paid to SPIC Petro on account of advance against Equity- of Rs. 15079.12 lacs (previous
year Rs.15070.84 lacs), Inter Corporate Deposits of Rs. 9756.99 lacs (previous year Rs.8052.74 lacs) and interest of Rs. 20036.32 lacs
{previous year Rs.20036.32 lacs), accrued on both. Apart from the above, debtors also include Rs.522.96 Iac's récoverable from SPIC Petro.

In view of the pending litigation between Chennai Petroleum Corporation Limited (CPCL) and the Company and the consequent interim
injunction granted by the Madras High Court in 1997 'to stop implementation of activities, there has been a temporary suspension of activities.

The draft Memorandum of Settlement (MoS) between CPCL and SPIC WhICh was approved by the Ministry of Petroleum and Natural Gas
in March 2001 is awaiting formal execution. The Company initiated discussions with Financial Institutions and Banks for resolving financia!
issues through re-structuring of all the loans, grant of sanctions of reliefs and concessions and grant of further financial assistance. A high
level meeting with all the Financial Institutions and Banks, who have funded this project, was held at Mumbaj in June 2001.The Lenders
have formed a committee comprising representatlves from DB, ICIC!, SBI and Dena Bank to review the prolect .and re-appraise the viability
of the project. - Co : I

The Lenders Committee have appointed M/s. Tata Consulting Engineers Limited (TCE) as Lenders' Engineer‘to assess the revised project
cost and the viability of the project. M/s. TCE have completed their study and.submitted their report to IDBI in August 2002 and IDBI is
examining the report.

In January 2003, ICIC! Bank Limited, filed an application before the Debt Recovery Tribunal for appointment of a Receiver in respect of
properties of SPIC Petro. The Tribunal, on 14 February 2003, granted interim relief by way of appointment,of-a Receiver with a direction
to get the property valued for sale. The appeals of SPIC Petro and that of the Company before the Debt Recovery Appellate Tribunal were-
dismissed on 10 March 2003. Aggrieved by this, SPIC Petro and the Company filed Writ Petitions before the Bombay High Court for staying
the orders of the Tnbunal and of the Appellate Tribunal.

The Bombay High Court, on 17 April 2003, adjourned the Petitions with a direction that SPIC Petro will not be dlspossessed from the properly,

_nor will the property be sold as directed by the Tribunal. The High Court further directed IDBI to make available TCE's report to the Court,
to SPIC Petro and to the Company.  SPIC Petro has to submit a report as to what are the possibilities of revrval and how the necessary
finance will be raised and its liabilities cleared.

The case is -presently posted to be heard in the first week of July 2003.
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12.

13.

14.

" The Company is in the process of identifying a strategic partner to invest in the project and on execution of the Memorandum of Settlement,

settle the compensation of Rs. 4303.47 lacs payable to CPCL and have the stay vacatea by the Madras High Court. The Company is hopeful
that the project will be lmplemented ‘once the above issues are resolved.

The Govemment of India vide theiretter dated 4.6.2002 announced the urea pricing policy parameters for the 7" and 8" pricing periods
from 1.7.1997 to 31.3.2003. The Cempany received a circular dated 12.8.2002 on the basis of the above letter revising the retention price
of urea with refrospective effect for the pricing period referred above. These policy parameters have made significant changes with regard
to reassessment of plant capacities, withdrawal of vintage allowance, increase in normative levels of capacity utilization and updating the
consumption norms.

The Company is of the view that some of the policy parameters with regard to reassessment of plant capacities, withdrawal of vintage
allowance, increase in normative lavels of capacity utilization cannot be amended retrospectively. The Company has therefore reworked the

_ subsidy entitlement for the period from 1.7.1997 to 31.3.2002 as per the notified policy disregarding the disputed parameters and other

disalowarices made by the Governmem in working out the retention price. These workings have.resulted in the Company retaining as claims
receivable subsxdy of Rs. 36954, 74 lacs already accrued in the baoks for the period 1.7.1997 to 31.3.2002.

The Company is in the process of representing to the Government and intends to take up the above issues in a phased mahner and is
hopeful of succeeding and recovering the said amount

In past years the Company was acting as handling agents for fertilisers \mported by Agri India which is a department of the Govemment
of India for |mport|ng fertilisers. The Company has claimed inventory carrying costs, freight concession and price differential on imported
fertilisers consequent to decontrol of price of Di-Ammonium Phosphate (DAP) in August 1992 and also for carrying higher inventory due to
bunching of vessels when imports were made. The total claims of Rs. 3625.68 lacs which is outstanding for a consnderable period of time

- are being followed up with Agri india and the company expects 1o realise the amounts in due course.

The Company has miade investments of Rs.7644.90 facs in equity, granted loans amounting to Rs.4900.80 lacs and advance against equity
of Rs.1000 lacs,” extended guarantees for Rs.1825.00 lacs, and Rs.9045.30 lacs is due towards. interest and other recoverables in respect
of three promoted companies viz. Tuticorin Alkali Chemicals & Fertilisers Limited {TAC), SPEL Semiconductor Limited (SPEL) and Manali
Petrochemical Limited (MPL). The market value of the’ investments is Rs1278.22 lacs as on 31 March 2003. Based-on the audited results
as at 31 March 2003 in respect of MPL and SPEL and as at 30 September 2002 updated to 31 March 2003 in respect of TAC, the erosion
of net worth of these companies is in the range of 35 per cent to 100 per cent. TAC has reported that it has become potenuaily sick under
the Sick Industrial Companies (Special Provisions) Act 1985. In view of the long term involvement with these companies, the management
is of the view that no provision is required to be made for the above investments, loans, advance against equny, guarantees interest and
other recoverables aggrega(mg to Rs. 24416.00 laos

(a) The Company ‘had placed intercorporate deposcts with four companies amountlng to Rs.675 lacs during 1999 from whom neither
principal ner interest has been received.

{b) An amount of Rs 2760.40 lacs is due from a-company towards ship hire charges, sale of ship and other recoverables. This Company>
is in financial difficulties and is in the process of entering into an arrangement W|th another company to settle the dues of Rs.2760.40
tacs subject {0’ certain conditions. . ;

Efforts are bemg made to recover these amounts and the management is of the view that no loss will arise on this acco(;.nt.

During the year the’€ompany continued ifs efforts in restructuring the debt portfolio. The restructuring proposal was referred under the
Corporate Debt Réstriicturing {CDR) mechanism by Industrial Development Bank of India. The restructuring under CDR inter-alia provides
for business restructuring envisaging sale of certain divisions / investments and financial restruct uring through reduction in interest:rates and
reschedulement of . loans. : ,

The participating lenders whose debts constitute 86 36 per cent of the total restructured debt and the Company have Slgned the Debtor-
Creditor Agreement.

The CDR cell approved the package vide its letter dated 19 March 2003, giving certain terms and conditions for the business and financial
restructuring including sharing of security among lenders. The forty participating lenders will now be taking necessary steps to obtain

‘approvals from respective authorities to effectuate the package at the earliest.

Pending execution of necessary documents and compliance with certain special and general conditions of the CDR which has been agreed
to by the Company and the promoters, the interest relief of Rs. 4110.36 lacs for the year ending 31 March 2003 has been considered in
these accounts. The' balances of loans / interést pending implementation of CDR are subject to confirmation and resultant adjustments, if
any, would be made- after the implementation of the package.

T'he CDR package will come into effect on execution of necessary documents. The Company expects the COR package to be implemented
soon.
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20.

-TOTAL

Capital work rn progress/ advances include a sum of Rs.2091.04 facs being advances paid to MCC Finance Limited for purchase of certain
Immovable properties. The Company entered into sale agreements for these properties with MCC Finance Limited and the execution and
registration of sale deeds are pending. The Administrator/Provisional Liguidator of MCC Finance Limited filed a petition before the Company

~ Court at Chennai seeking a direction that the sale agreements entered into between the Company and MCC Finance Limited be declared

nult and void. The said petition was allowed ty the Single Judge on 18.6.2003. The Company proposes to file an appeal against the Order
before the Division Bench of the Madras High Court.

The company had raised USD 120 million as unsecured Floating Rate Notes (FRN) in 1896 for financing the import of Capital Goods for
its operations and projects and for.general corporate purposes. Interest and exchange fluctuation incurred upto 31 March 2000 on part of

the loan was being carried forward in capital work in progress as it was expected to be adjusted 1o proposed projects / schemes. As no
such proposed projects are now envisaged, during the current year interest of Rs. 7760.48 lacs and exchange fluctuation (net) of Rs. 3867.35
lacs lying in capital work in progress have been charged to profit and loss account.

Interest capitalised as part of the carrying amount of advance against equity made to SPIC Petrg for the period from 1 April 2000 to
31 March 2002 amounting to Rs 10573.31 lacs has been charged to the profit and ioss account of the current year as this was not in
accordance with the Accounting Standard 16-Borrowing Costs which is mandatory from 1 April 2000.

MANAGERIAL REMUNERATION
. ‘ (Rupees in lacs)

Year ended ~ Year ended
31 March 2003 31 March 2002

Salaries . 36.60 49.92
Contribution to Provident and other funds 11.64 14.69
Perquisites 37.84 . 54.94
Special Allowance * 90.60 .40.90
Directors’ sitting fees _ 3.55 3.00

_ 180.23 163.45
* includes Rs. 54 lacs (previous year Rs 17.98 lacs) in respect of earlier years.

The appointment and remuneration of a former Director for the period 30th July, 1980 to 26th September, 1990, aggregating to Rs.19206.90
paid during earlier years, is subject to approval of the shareholders and the Central Government.

"COMPUTATION OF NET PROFIT UNDER SECTION 349 OF THE COMPANIES ACT, 1958

Loss for the year (37568.97) (21550.80)
Add:
Managerral remuneration 180.23 163.45
Provision for doubtful debts and advances (net) 10.06 60.71
Excess of expenditure over income under .
Section 349(4)(l) of the Companies Act, 1956 (23947.53) (5597.79)

[ (23757.24) —————— (6373.63)
. (61326.21) (26924.43)
Less:
Profit/(Loss) (net) on sale of investments -- (2976.90) .
Net Profit / (Loss) (61326.21) (23947.53)
Commission payable to wholetime directors -- --
Restricted to ' - -
AUDITORS’ REMUNERATION
Audit fees 18.00 18.00
Fees for other services 10.07 8.07
Reimbursement of expenses / levies 2.43 2.95
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21.
l.

The information required by paras 3 and 4 of Part Il of Schedule VI to the Companies Act, 1956 is as under:
CAPACITY, PRODUCTION, PURCHASES, SALES, CONSUMPTION AND STOCKS:

Quantitative information in respect of goods manufactured/purchased

(a) LICENSED CAPACITY, INSTALLED CAPACITY AND ACTUAL PRODUCTION:

+(Previous year's figures are given in brackets)

- Serc

LICENSED - INSTALLED™ ACTUAL
PRODUCTS CAPACITY. CAPACITY PRODUCTION -
’ {(Metric Tonnes) {Metric Tonnes) (Metric Tonnes)
Ammonia ) : iy 352000 352000 332379
o (352000) (352000) (345924)
Urea * 512000 569281
\ (512000) (600110)
Complex Fertilisers. (DAP & NPK) in terms of P205 * 278800 143085
: {(278800) N (147475)
Aluminium Fluoride 2560 2560 3656
(2560) (2560) (2755)
Sulphuric Acid 150000 150000 C 173151
(150000) (150000) - -(166941)
Phosphoric Acid 52800 52800 49395
(52800) (52800) (45535) .
Penciliin-G (MMU) * 1000 71600
) (1000) - (1396)

*

Y

These products are delicensed

{b) PURCHASE OF FINISHED GOODS

** As certified by the Management, but not verified by Auditors, being a technical matter.

Year ended 31 March 2003 Year ended 31 March 2002
Particulars « Quantity Value Quantity Value
: (Metric Tonnes) | (Rupees in lacs) {Metric Tonnes) | (Rupees in lacs)
Urea - - 5244 220.14
Di-Ammonium Phosphate -- -- 67950 5786.63
Muriate of Potash - - 160847 9968.53
Ammonium Chloride (Fertiliser Grade) - - 23465 913.94
Cytozyme (Litres) 124240 321.12 142560 366.50
Cytozyme (Kilograms) 155800 38.28 157160 38.51
Pesticides (Litres) T - -- 159131 322.97
Pesticides  (Kilograms) - - 11984 7.99
Ammonia . -- - - 1580.62
Others 455.82 440.58
815.22 18656.41
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{c)

SALES AND SERVICES

Particulars

Year ended 31 March 2003

Year ended 31 March 2002

Quantity
{Metric Tonnes)

Value
(Rupees in lacs)

Quantity
{Metric Tonnes)

Value
(Rupees in lacs)

Urea

Di-Ammonium Phosphate
Muriate of Potash | .
Ammonium Chloride (Fertiliser Grade)

- Ammania

- Aluminium Fluoride
©20:20:0

- Gypsum :

© Penicillin - G (MMU)

Cytozyme (Litres)

Cytozyme (Kilograms)

Pesticides (Litres)

Pesticides (Kilograms)

Others ‘
Fertiliser and Transport Subsidy

* Income from Contracts & Conéulta_ncy Services
. Less: Internal Billing. | B

642878
290038
41358

-

2014
52524
488993
1607
126805
158490
23335

) (Rupees in lacs)

25699.09
'0.28

31051.00
33822.79
2895.56

655.11
4258.16 -
498.29
11174.58
543.24
64.21
61.28
3097.80
49427.98

137550.00

25698.81 -

582469
389122
138060
23779

3345
70999 .
314752

1370
137528-
159110
167726
36233

t

(Rupees in lacs)

18424 .55
3.83

26792.60
© 47267.05
10431.51
1183.07
591.31
1063.78
6519.12
364.34
9782.00
590.40
64.80
396.38
2237
3201.10
43373.59

163248.81

151643.42

18420.72

170064.14

(d)

RAW MATERIALS CONSUMED

. Year ended 31 March 2003

Yea ended 31 March 2002

- Particulars Quantity Value Quantity Value
L (Metric Tonnes) | (Rupees in lacs) (Metric Tonnes) (Rupees in lacs)

Naphtha 251213 35355.71 261334 28144.73
Rock’ Phosphate 165065 5037.38 145122 4738.03
Sulphur. Ce 57180 1832.42 54979 1194.33
Aluminium Hydroxide 4282 398.66 3273 306.49

~ Ammonia . 77520 6312.17 82080 744314
Phosphoric Acid 96601 15793.95 106629 18716.65
Pheny! Acetic Acid 446 454 .17 , ., 413 429.80
Butyl Acetate 340 149.69 391 175.40
Cane Sugar 7477 944.29 7096 980.56
Demulsifier 36 56.13 51 83.84
Cotton: Seed Meal 1383 293.02 - -.1388 291.88
Others - 1082.07 ‘ - 1354.41
Total 67709.66 63859.26
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(e) STOCK PARTICULARS OF FINISHED GOODS

(Previous yeat's figures are ‘given in brackets)

SPei1c

‘1.
LN

OPENING STOCK

CLOSING STOCK

Particulars : " Quantity Value Quantity Value
. (Mefric Tonnes) | (Rupees in facs) | (Metric Tonnes)| (Rupees in lacs)
Urea* 103097 4895.78 29237 1359.53
(80222) (4514.37) (103097) (4895.78)
Di-Ammonium Phosphate* 7187 737:26 3500 406.59
s p (27583) (3384.08) (7187) (737.26)
Complex Fertiliser (NPK 20 20 : 0) . 3533 271.12 3199 254.74
o o (32073) {2803.21) {3533) (271.12)
Muriate of Potash (MOP) 41504 2876.00 1| 0.06
S (18717) (1342.67) (41504) | (2876.00)
Aluminium Flup‘ride 29 8.04 1697 | '439.67 .
- o (619) (173.36) " (29) (8.04)
Ammonium Chloride (Fertiliser Grade) ' -- - e --
" ' ‘ (314) (12.22) () -2
Gypsum ‘ 235871.00 227.95 250530.70 163.30
' " (234188.00) (259.79) (235871.00) (227.95)
Cytozyme (Litres) 18553.00 47.66° | 15983.84 | | 41.31
o R (13516.00) (34.97) (18553.00) | (47.66)
Cytozyme (Kilograms) 15290.00 3.75 12600.00 3.10
o (17240.00) (4.18) (15290.00) (3.75)
Pesticides (Litres) 9498.00 21.35 2719.50 4.92
(18093.00) (38.20).- (9498.00) -(21.35)
Pesticides (Kilograms) T © 323200 2.02 : -- --
L. (27481.00) (13.85) (3232.00) (2.02)
Penicillin-G (MMU)’_ 38.00 214.47 30.28 148.54
L el (13.00) (72.59) (38.00) (214.47)
Others e - 520.46 ~| 32058
. - (513.93) - (520.46)
- 9825.86 ~- | 3149.34
T ~ | (13167.42) -~ | (9825.86)
S -
* This comprises. fnf both purchased and pwﬁ :r"rianufactured stocks. »
’ (Rupees in lacs)
» : » Year ended Year ended
l. EXPENDITURE IN FOREIGN CURRENCY - 31 March 2003 31 March 2002
Interest - .- 2120.03 3215.23
Others ) . 5388.16 7901.22
1ll. PAYMENT OF DIVIDEND ON EQUITY '
SHARES. IN FOREIGN CURRENCY
Number of shareholders 1 1
Number of shares held . 500000 500000
- 5.00

Final dividend, 2000-2001 (Rupeesin lacs)
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(Rupees in lacs)

Year ended
31 March 2002

1019.01
15833.38
19.63

Year ended

EARNINGS IN FOREIGN EXCHANGE 31 March 2003

Export on FOB basis 1342.50
Kuwait contract ) 18738.11
Others ’ --

CIF VALUE OF IMPORTS |

Raw Materials
Furnace oil

Components and spare parts 157.09
Capital goods 91.33
Finished goods : ‘ --

VALUE OF RAW MATERIALS, COMPONENTS AND SPA‘RE PARTS CONSUMED
Year ended 31 March 2003 Year ended 31 March 2002

25322.55
1296.85
190.54
233.25
14977.77

21214.16
1717.20

imported
Indigenous

Raw Materials

Components
& Spare parts

Raw Materials

Components
& Spare parts

Percentage
to total
consumption

Value
(Rupees
in lacs)

Percentage
to total
consumption

Value
(Rupees
in lacs)

Percentage
to total
consumption

Value
(Rupees
in lacs)

Percentage
to total
consumption

Value
(Rupees®
in lacs)

33.68
66.32

22801.40
44908.26

21.88
78.12

247.01
881.76

47.16
52.84

30115.34
33743.92

29.49
70.51

435.29
1040.64

22.  During the year, the Company has changed the method of accounting for construction contracts from completed contract method to percentage
completion method. The change has resulted in the loss for the year being lower by Rs 1141.49 lacs.

23. The identifica.tion of suppliers as Small Scale Industrial Undertaking (SSis) has been done on the basis of information to the extent provided
by the suppliers to the Company. Following. are the names of SSis to whom the Company owes any sum including interest which are
outstanding for more than 30 days as on 31 March 2003,

Jagadish Oil Mill

Southern Bags & Chemicals Private Limited
Aggrow Products Limited

Arumugam and Company

Bala Graphics

Vijayalakshmi Caps Private Limited
Parvatham Cartons

24. - No provision has been made in these accounts for the accumulated net deferred tax liability upto 31 March 2001 amounting to Rs.11389
lacs as an interim stay of clause 33 of Accounting Standard 22 -'Accounting for taxes on income' - has been obtained from the Madras
High court. Clause 33 of the above standard provides that the net deferred tax fiability accumulated up to 31 March 2001 should be provided
for, with a corresponding charge to revenue reserves. On a transfer petition filed by the Institute of Chartered Accountants of India before

the Supreme Court of India, the Honourable Court directed that all similar petitions filed in different High Courts be transferred to the Calcutta
High Court. The petition is yet to be heard by the Calcutta High Court. '

The deferred tax asset / (liability) -as at 31 March 2003 and 31 March 2002 is as follows: v
' ' (Rupees in lacs)

Deferred tax liability
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As at As at

31 March 2003, 31 March 2002

Depreciation 10469 9995
Subsidy 13886 12172
- Others 43 361
24398 22528




25.

As at
31 March 2003
Provision for doubtful debts ' 264
Carry forward business losses . 15140
Unabsorbed depreciation. . 16902
Others - : - 118
Deferred tax asset i v . 32424

Net deferred tax asset / (liability) 8026

Related party disclosure unqer Accounting Standard - 18
i) The list of related parties as identified by the management are as under:

Subsidiaries
Mitocon Biotec Limited

Ind-ltal Chemicals Limited
- Gulf SPIC Bahrain EC

~ O O WP

Associates

) R =

Joint ventures

* Technip India Limited.

~N O OB W R

1

DrA.C.Muthiah ~
Thiru Ashwin C.Muthiah
Thiru. Babu K.Verghese

Key management personnet of the Compahy

1

[ T N O B s
o2 22D ST D T S e

Thiry A.Santhanakrishnan

Relatives of key management personnel of the Company

Thirumathi S.Kalavathy

R A

Enterprise owned by / over which Key Management
" Personnel i5 able to exercise significant influence
Prestige Agencies
Crescent Agencies

—_ a0 0N OO BN
T O e e D N e T T

SPIC Holdings and Investments Limited
Crchard Microsystems Limited

SPIC Biotechnologies Limited

Proactive Decisidns Limited

- Indo-Jordan Chen.)igals Co. Limited
Tamilnadu Petroproducts Limited

Thiru M.G.Thirunavukkarasu

Thirumathi Devaki Muthigh "7
Thirumathi Abirami Jawahar

Thirumathi S.Ragini Prakash -

Sri Karpaka Vinayagar Agencies

South India Investment Associates
SPIC Aromatics and Chemical Corporation Limited
SPIC Petrochemicals Limited
Saras Permanent Fund Limited
Saras Innovative Investments & Finance Limited
Saras Vision Mission Private Limited

) Saras Exclusive Estates & Resorts Private Limited

(Rupees in lacs)

As at
31 March 2002

267
2501
14817
242

17827
(4701)-

" Tuticorin Alkali Chemicals & Fertilisers Limited
- SPEL Semiconductor Limited
Manali Petrochemical Limited
SPIC Electric. Power Corporation Private Limited

"SPIC-JEL Engineering Construction Limitéd

" Gulf SPIC General Trading & Contracting Co. WLL., Kuwalt
SPIC Fertilisers and Chemicals Limited, Mauritius

SPIC Fertilisers and Chemicals FZE, Dubai

A ) National Aromatics and Petrochemicals Corporation Limited
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iiy  The following transactions were carried out with the related parties:
- : (Rupees in lacs)
‘ Key Enterprise owned
. . . by / over which
Sk . s : Joint Management | Relatives ;
No. Particulars Subsidiaries| Associates Ventures Personnel | of KMP KMF is gb!'e' to
(KMP) ' exercise significant
influence
1 | Balance outstanding as of 31 March 2003 | Cr. 136.32( Dr. 14946.18 | Dr. 10936.34 Dr. 46943.28
(Cr. 183.03) | (Or. 14918.51)] (Dr. 6579.26) (Dr. 55804.15)
2 | Advance against equity ' 332 9.34
' (35.44) {50.36)
3 | ‘inter corporate depositsfioans given 1704.25
(402.08)
4 | Investments = - .. 499 171.46
_ (33.38) ¢
5 | Advances Given for running expenses 11.20
o : {84.36)
6 |- Sale of goods. . . ... ..0.07. B ) 24.25
’ {-) {591.55) (90.55)
7 | Income from services rendered 98.33 513.55 842.39 0.33
’ {14.28) (606.92) (429.33) )
8 | Sale of fixed assets 0.59 .
‘ , (0.70) () ’
9 Interest accrued on loans/ICDs , 19.85
(2.01) (942.52) (37.31) (1330.88)
10| Interest accrued on advance against equity '
o (4846.86)
111 Income from lease rentals 0.61 ‘
. {1.53) (4.11)
12| Service/Consultancy charges 4.20 1.73 2.
= (6.96) )
131 Sub-contract payments 402.76
(872.79)
14| Managerial remuneration . - 176.68
o : " {160.45)
15| Rent Paid 1143 9.84
() (10.80)
16| Sitting Fees 0.30
(0.30)
17| Dividend Paid
- {0.21) {0.03)
18 | Dividend Received 8.88 445.11
) (423.35)
191 Purchase of goods 76.41 1628.84
(1328.13} (7408.48)
20| Amounts written off R
I (199.62) (449.64)
Notev :

Figures in brackets are in respect of the previous year. -
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26.-

Year ended

Earnings per share :
Loss for the year after preference dividend

as per profit and loss account (Rupees in lacs) " . (37797.48)
Number of shares used in computing earnings per share . 88047700
Earnings per share - basic and diluted (in Rupees) ’ (42.93)
- Face value per share’ {in, Rupees) ‘ : S 10

27. Joint Venture D'iisclosures:

28.

1. Jointly controlled entities:

31 March 2003

Seic

Year ended
31 March 2002

(21995.24)
88047700
(24.98)

10

Sl No. Name : Country of Incorporation

Percentage of ownership interest

1) Indo-Jordan Chemicals Company Limited Jordan
2) Tamiinadu Petroproducts Limited india
3) Technip India Limited : N India
4) SPIC JEL Engineering Construction L|m1ted " India
5) Gulf SPIC General Trading & Contracting Company WLL. Kuwait,
6) SPIC Fertilisers and Chemicals Limited © Mauritius
7) SPIC Fertilisers and Chemicals FZE. . ~ Dubai

52.17

16.93

50.00-

47,57
| 49.00

83.54°

83.54

2) Interest in the assets, liabilities, income and expenses with respect to Jointly controlled entities:

(A) Assets: h : . e " (Rs. lacs)
i)  Fixed assets (Net block) N s - 3398285
Capital work in progress / advances. - ~ 41510.84
Investments ' : ‘ 1042.34
ii)  Current assets, Loans and advances .
’ Inventories . 4067.23
Sundry debtors _ , £528.49
Cash and bank balances - ( 541272
Loans and advances i . 3327.87
(B) Liabilities: ’
i) Loan funds:
Secured loans 16129.22. .
Unsecured loans 4961.10
iy Current liabilities and provisions: )
Liabilities 33628.57
Provisions _ 16.62
Deferred tax liability (net) 1820.85
A{C)  Income:
i)  Sales and Services 33503.81
i) Other Income 17.17
(D) Expenditure: . ‘
i) Purchase of finished goods 407.93
i} Manufacturing and other expenses 25547 62
i) Interest and finance charges (net of interest income of Rs.96.63 lacs) 1900.50
iv}  Depreciation : : 2890.88
v)  Provision: for taxation 28385
(E) Others:
iy Bills and. cheques discounted 138.97
iy~ Claims against company not acknowledged as debt 99.26
iy Capital commitments 22732.91
iv) Guarantees 1062.46

Previous year's figures have been regrouped/recast wherever necessary to conform to- the clasaﬂcatlon of the current year.
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29. BALANCE SHEET ABSTRACT AND COMPANY’S GENERAL BUSINESS PROFILE

I. Registration Details

Registration No. [ [ L 1 JO [ 5 I 7 ] 71 8J State Code

Balance Sheet Date [3]1] |ol3] |2]o0jo]3]

Il Capital Raised during the year Public Issue [ l 11 J r TNT | l L|

(Amount in Rs.Thousands)

it. Position of Mobilisation

and deployment of funds.

(Amount in Rs.Thousands)
Sources of Funds

Application of Funds

Rights tssue | | | | | ] INJ1]L]
Bonus Issue [1 L J ( ] h\ILI]ﬂ
Private placement I | l J J L1 NT I'l IJ
Total Liablites | [3[{9]9[7[5{7]3]4]
Total Assets | [3]o]9]7]5]7]3]4]
Paid-Up-Capital | | -{1[0[0[5{4]7][7]
Reserves & Surplus | [1]0]2]5]1]5]7]0]
Secured Loans l L1 16 E‘: [9T3T1 LSJ 3J
Unsecured Loans | l 16 [ 5'ﬁT?T 1—[8 ] 4‘]
Net Fixed Assets | [1]3[7]3]8{5]1]9]
Investments [—[ J 3 rg T5 ] 7 L1 14J 1 J

Net Current Assets [jd 3|3I9|ﬂﬂ21ﬂ

Miscellaneous Expenditure [ [ f I l? l 4 LBi 5j2 {

V. Performance of Company

(Amount in Rs.Thousands)

" Earnings per share in Rupees

V. Generic Names of Three

Principal Products/Services

of Company
{As per monetary terms)

Place : Chennai
Date : 26 June 2003

. Accumulated Losses [—[ J 3T2T5 LB l 3 I BJ 1 }

. Turmnover L |1 FGAT5T415]618P3] o
Total Expenditure l lZfOT3T 01215J Eﬁ] + -

Profit/(Loss) Before Tax [—J ‘ 3T7TSTﬂ 8 [ 9 [7] [—[7—'
Profit(Loss) After Tax | | [3]7]5]6]8}9]7] [ [v/]
L
||

| I tef2(.]e]3] []v]

Dividend Rate % rTI l INi l]L]_.,
ltemCodeNo.Ivl l _|3T1]0[2|110|
Product Description lJ L] ‘ lUlR[E]A] ‘

ltem Code No. { | | [3[1]o]s[3]0]. |
Product Description [D] 1 [-JAImImM[oIN] 1 ]ulm]
- CPEFRALTE
ltem Code No. | | | J2lela]1]{1]o]"
Product Description [P EN]I]Cl(]L]L] | [N[ - [6]

Dr A C MUTHIAH BABU K VERGHESE
Chairman Managing Director

\M G THIRUNAVUKKARASU
Finance Director

N RAMAKRISHNAN
Secretary
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2003

-~

.. CASH FLOW FROM OPERATING ACTIVITIES:

(Loss) for the year _

Adjustment for . .

Depreciation’

Loss on sale of assets -

Loss on sale of investments

Exchange difference

Interest and financial charges

Interest and exchange fluctuation on FRN
income from investments

Interest income

Operating profit before working capital changes

Adjustments for :

(Increase)/Decrease in sundry d_ebtoré
(Increase)/Decrease in inventories
{increase)/Decrease in loans and advances

(Increase)/Decrease in miscellaneous expenditure -

Increase/(Decrease) in current liabilities
and provisions - -

Cash genef_at‘éd from operations
Direct taxes .. -
NET CASH FROM OPERATING ACTIVITIES

CASH FLOW FROM INVESTING ACTIVITIES :

Deletions/(Additions) to fixed assets, including
capital work-in-progress/ advancés and
adjustments for exchange fluctuation

Proceeds from sale of fixed assets

Payments on.éc:count of investments and
advances to be adjusted agamst eqmty

Loans/Advances to other compames :
Income from investments
Proceeds from sale of investments

Interest income _

NET CASH FROM INVESTING ACTIVITIES

Year ended

31 March 2003

4334.14

262.42
, 387.47
17942.64
11627.84
(456.09)
(139.96)

1943.80°

10018.00
©'3484.18
. 1120.95

(2856.06)

454.93

812.20

(212.40)
(1504.25)
- 456.09
30.08
139.96

71

(37568.97)

33958.46

(3610.51)

13710.87

10100.36
(265.91)

9834.45

176.61 -

176,61

- SPIC

(Rupees in lacs)

Year ended

31 March 2002

4438.38
0.29
2976.90
3088.81
27414.85
(427.83)
(1001.15)

9677.89
4917.25
250.59
71.76

7057.71

(2028.54)

145.18

(181.72)
(428.62)

427.83
1587.77
1001.15

(21550.80)

Y

36490.25

_14939.45

2197520

36914.65
(476.45)

36438.20

523.05

523.056




CASH FLOW STATEMENT (Contd.)

. C. CASH FLOW FROM FINANCING ACTIVITIES :
Redemption of preference shares
Proceeds from borrowings
Repayment of borrowings
Exchange difference
Dividend paid _
Iinterest and financial charges paid_‘

- _ NET CASH USED IN FINANCING ACTIVITIES
' 'NET CASH FLOWS DURING THE YEAR (A+B+C)

Cash and cash equivalents (opening balance)

Cash and cash equivalents {closing balance)

“Place . Chennai
- Date : 26 June 2003

(Rupees in lacs)

Year ended Year ended

31 March 2003 . 31 March 2002
- (2500.00)
11003.57 3024 .05
(6254.24) (6483.32)

(387.47) (3088.81)

B (880.48)’

(14001 7=4) ’ (25351.79) -

(9639.68) ——  (35280.35)

(9639.68) ' (35280.35)

371.38 168080

2045.36 - 364.46

241674 ... 204536

For and on behalf of the Board

BABU K VERGHESE
' Managing Director

- M G THIRUNAVUKKARASU
Finance Director

P

Place : Chennai
Date : 26 June 2003

Per our report attached ‘tvo,.ytfwe Balance Sheet
For A F 'FERGUSON & CO,,
-Chartered Accountants

“" A K MAHINDRA
: Partner
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STATEMENT REGARDING SUBSIDIARY COMPANIES PURSUANT TO SECTION 212 OF THE COMPANIES ACT, 1956

_ Indo-Jordan
Chemicals

. Name of Subsidi'ary Company
’ Company Ltd.

Financial year of the ' 31
Subsidiary December
Company ended on 2002
Holding Company's Interest:

(i)~ No. of Equity Shares 23163000

Face Value Qne Jardanian
-’ ~Dinar
Paid up Value JD 23163000

(i)  Extent of Holding 5217 per cent

Net aggregate amount of Subsidiary's
profits/(losses) not dealt with in the -
Holding Company's accounts:

iy for subsidiary's financial year  JD 3802888
(i} for its previous financial years JD 8712783
Net aggregate’ amount of subsidiary's
profits/(losses) dealt with in the

Holding Company’s accounts: _

(i)  for subsidiary’s financial year NIL
(iiy  for its previous.financial years JD 3937880

Changes in the interest of the Holding
Company between the end.of the

subsidiary's financial year ended h
31 December 2002, and 31 March 2003 -

iy Holding Company's interest as on
31 March 2003
Number of Equity Shares
Face Value
Paid up value

(i)  Extent of Shareholding

Material changes between the end of
the subsidiary's financial year ended
31 December 2002 and 31 March 2003

in respect of: Increase/(Decrease)
() Subsidiary's Fixed' Assets JD 777528
(i) Subsidiary's Investments Nil
(i} Monies lent by subsidiary Nil
{iv) Monies borrowed by the
subsidiary. other than for
meeting current liabifities Nil

SPIC Fertilizers
and Chemicals

. Limited (SFCL)

Mauritius

KX
March

| 2003 -

32640000
One USD

USD 32640000
83.54 per cent

(USD 7894)
(USD 15489)

NiL
NIL

Not Applicable

Not Applicable

SPIC Fertilizers
and Chemicals
FZE
(Subsidiary of
SFCL,
Mauritius)

k3|

tAarch
2003
1

One million Arab
Emirate Dirham

AED 1000000 -
83.54 per_cent

NIL
NIL

NIL
NIL

Not Applicable

Not Applicable

Ind-ital

-~ Chemicals

Limited

3
March
2003

126873
Rs. 100

Rs,+ 12687300

100 per cent@

IR
EIK)

© “Rs: 2827734

Rs. (6621800)

Rs. 1268730
Rs. 2156841

Not Applicable

Not Applicable

SPIC Holdings Gult SPIC ' SPIC ‘
and Investments Bahrain EC Biotechnologies
Limited - Limited

o3 31 3

March - December March

2003 2002 2003
30000000 29700 50000

Rs. 10 One Bahraini Rs. 10

Dinar :

. Rs. 300000000 ,BD 28700 - Rs. 500000
100, per cent 99 per cent 100 per cent
Rs. {74100887) (BD 1940) NiL
Rs. (20668022) (BD 6554) NIL
NiL NiL NIL

CONIL NG e NIL

Not Applicable

Not Applicable -

Not Applicable

Not Applicable

70 per cent of equity share capital is directly heid by SPIC Limited and the remaining 30 per cent of equity share capital is held through its wholly owned subsidiary

company SPIC Holdings and Investments Limited.

Place : Chennai
Date . 26 June 2003

Dr A

C MUTHIAH.

Chairman
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BABU K VERGHESE
Managing Director

M G THIRUNAVUKKARASU
Finance Director

N RAMAKRISHNAN
Secretary







CONSOLIDATED FINANCIAL STATEMENTS
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Report of the Auditors to the Board of Directors of Southern Petrochemical Industries Corporation Limited

We have audited the attached consolidated balance sheet of Southern Petrochemical Industries Corporation Limited (the Company) and its
subsidiaries (the Group) as at 31 March 2003, and also the consolidated profit and loss account and the consolidated cash flow statement for
the year ended on that date, annexed thereto. These consolidated financial statements are the responsibility of Southern Petrochemical industries
Corporation Limited's management. Our responsibility is o express an opinion on these consolidated fi nanmal statements based on our audit.

We conducted our audit in accordance with the auditing standards generally accepted in India. Those Standards require that we. plan and perform
the audit to obtain reasonable assurance about whether the financial statements are prepared, in all material respects, in accordance with an
identified financial reporting fremework and are free of material misstatement. An audit includes examining, on-a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall finanmat statement presentatlon We believe that our audit provides a reasonable basis
for our opinion. -

We did not audit the financial. statements of the subsidiaries and certain joint ventures, whose financial- statements reflect total assets of
Rs.82596.70 lacs as at 31 March 2003 and-fotal revenues of Rs.21987.08 lacs for the year ended on that date, and associatés-whose financial
statements reflect the Group's share of loss upto. 31 March 2003 of Rs.3167.54 lacs (including loss of Rs.468.45 lacs for the current year) as
considered in the consolidated financial statements. These financial statements have been audited by other auditors whose reports have been
furnished to us, and our opinion, insofar as it relates to the amounts mcluded in respect of these sub&d:anes joint ventures and assocnates is
based solely on the report of the other auditors. : . . : ‘

We report that the consolidated financial statements have been prepared by the Company in accordance with the requirements of Accounting
Standard-21, Consolidated Financial Statements, Accounting Standard-23, Accounting for Investments in Associates in Consolidated Financial
Statements and Accounting Standard-27, Financial Reporting of Interests in Joint Ventures, issued by the Institute of Chartered Accountants of
_India and on the basis of the separate audited financial statements of Southern Petrochemical Industries Corporation Limited and its subsidiaries,
joint ventures and associates included in the consolidated financial statements. ' o

Attention is invited to Note 21 which refers to an interim stay of the operation of clause 33 of Accounting Standard-22 - Accounting for taxes on
income, obtained from the Madras High Court by the Company.

a.  As stafed in Note 9, an amount of Rs.45683.96 facs shown under Loans and Advances representing, Advances against Equity of Rs.15654.20
lacs, Inter Corporate Deposits of Rs.9756.99 lacs and interest of Rs.20272.77 lacs, accrued on both, has been invested in SPIC
Petrochemicals Limited (SPIC Petro), a project promoted by the Company in 1994-95. Apart from the above, debtors also includes Rs.522.96
lacs recoverable from SPIC Petro.

In view of the uncertainty in the implementation of the project a stage has been reached where, in our opinion, the possibility of full recovery
" is remote. The estimate of the impairment has not been made by the Company. We are unable to express an opinion on the amount of
provision that may be required against the above amounts.

b.  As stated in Note 10, consequent to the change in the policy parameters for the 7th and 8th pricing periods there was a revision in the
retention price of urea. The Company has taken a view fhat some of the policy paramsters cannof be amended retrospectively and has
reworked the subsidy disregarding these amendments to' the policy parameters as well as other disallowances made by the Government in
its computation of retention price. As per these reworkings the Company has retained the subsidy of Rs.36954.74 lacs accrued in the books
upto 37 March 2002 over and above the subsidy already granted by the Government.

Pending making of the claim and the uncertainty involved in its acceptance by the Govemment, we are unable fo express an opinion on
the recoverability of the above referred subsidy of Rs.36954.74 lacs.

¢ As stated in Note 11, the Company has preferred claims with the Government towards inventory carrying costs etc., amounting to Rs.3625.68
lacs which are outstanding for a considerable period of time. We are unable to express an opinion on the recoverability of the above amounts.

d.  Attention is invited fo Note 12 which sets out the position regarding investments of Rs.3068.04 lacs, loans of Rs.5176.50 lacs, advance against
equity of Rs.1000.00 lacs, guarantees of Rs.1825.00 lacs, interest and other recoverables of Rs.9045.30 lacs due from certain associate
companies for which no provision has been made in the accounts. In view of the poor operating performance of these companies, in our
opinion, the possibility of full recovery is remote. The estimate of the loss has not been made by the Company. We are unable to express
an opinion on the amount of provision that may be required against the above investments, loans, advance against equity, guarantees, interest
and other recoverables aggregating to Rs.20114.84 lacs.

e.  As stated in Note.13, Inter Corporate Deposifs amounting to Rs.675.00 lacs given to four companies in 1999 are yet to be recovered with
interest and Rs.2760.40 facs is due towards ship hire charges, sale of ship and other recoverables from a company which is in financial
difficulties. We are unable to express an opinion on the recoverability of the above amounts.

f. Aftention is invited to Note 14, which explains the position regarding the restructuring of the Company's debt under the Corporate Debt
Rastructuring (CDR) scheme. The debt restructuring is pending approval from 40 participating lenders. Further all the special and general
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conditions imposed by the CDR cell are yet to be complied with. Pending implementation of the CDR the Company has provided intarest
on its-loans based on the terms and rates specified in the COR proposal resulting in a lower interest charge of Rs.4110.36 lacs in the profit
and loss account. Pending confirmation of balances of loan / interest as on 31 March 2003 by the respective 40 pan‘/CIpatmg lenders ‘we
are unable to express an opm/on in this matter '

g As stafed in Note 19, in respect -of Indo-Jordan Chemicals Company Limited an insurance clairh for Rs.1161.58 lacs (Group's share) was
referred to arbitration in 1998 and the arbitration procsedings are in pragress. We are unable to express an opinion on the amount of provnsmn
that may be required agamst the above claim. :

On the basis ef the information and explanauons given to us and subject to our comments in paragraphs (a}, (b), (c), (d), (e), (f) and (g) abave,
the effect of which could not be determined, and op consnderanon of the separate audit reports on individual audited financial statements of Southern
Petrochemical Industries Corporation Limited and'its aforesaid subsidiaries, joint venfures and associates, in our ‘opinion; the consolidated financial
statements give a true and fair view in conformity with the accountmg principles generally accepted in India:

i, in the case of the consolidated-balance sheet, of the consolidated state of affairs of Southem Petrochemical industries Corporatlon Limited
and its subsidiaries as at 31 March 2003; :

ii. in the’ case of the consolidated profut and loss account, of the consolidated results of operanons of Southem Petrochemucal Industnes
Corporatloﬁ Limited and its subsidiaries for the year ended on that date, and

fi. in the case of the consolidated cash row statement of the consolldated cash flows of Southern petrochemlcal mdustnes Corporation lened

and its submdnanes for the year ended on that date. .
. .o o For A F FERGUSON & Co,,
o ‘ ‘ o : ' Chanered Accountants

Place Chehﬁa;i.v . : : o ) s . AKMahmdra
Date : 26 June 2003 S e . R : ‘ . . Partner
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CONSOLIDATED BALANCE SHEET AS AT 31 MARCH 2003

SOURCES OF FUNDS

Shareholders’ funds:
Share capital
Reserves and Surplus

Minority interests

Loan funds:
Secured
Unsecured

TOTAL

APPLICATION OF FUNDS

Fixed assets:
Gross block
Less : Dépreciation

Net block

Capital .work-in-progress / advances

Investments L
Current assets, loans and advances:
Inventories ‘ '
Sundry debtors
Cash and bank balances
Loans and advances

Less : Current liabilities and provisions
Liabilities .
Provisions

Net current assets

Deferred tax liability (net) (Refer Note 2'1)

"‘Miscellaneous expenditure (Refer Note 7)

(to the extent not written off or adjusted)
Profit and loss account
TOTAL

Notes on accounts

Dr A C MUTHIAH

Chairman
Place : Chennai
Date : 26 June 2003

Schedule

SWwo~ " o»

11

12

17

104602.55

71345.30

31 March 2003

10054.77

182314.60

17372.29
28930.52
7849.84

156456.65
210609.30

89301.28
25.16

89326.44

BABU K VERGHESE
Managing Director

M G THIRUNAVUKKARASU
Finance Director

N RAMAKRISHNAN
Secretary

78

368370.99

{Rupees in lacs)
As at
31 March 2002

As at

10054.77
, 77507.47 :
11465732 ————— 8756224
53.77 15558.22
180234.09
73753.61
253659.90 —————  253987.70
368370.99 ' 357108.16
208822.48 291505.11
129919.69 © 134393.85
168902.79 157111.26
44556.33 63882.51.
213459.12 ' 220993.77
5333.18 12185.57
2762050
28414.12
5947.95 . .
155579.51 .
1 217562.08 -.
. 95505.15
- : 25.38 -
© 95530.53, _
121282.86 ~ 122031.55
(1827.35) (7.00)
777.26 1904.27
29345.92 _' -
357108.16

Per our report attached

For A F FERGUSON & Co,,
Chartered Accountants

A K MAHINDRA
Partner
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CONSOLIDATED PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2003

Schedule

INCOME

Sales and services

Other income 13

TOTAL INCOME

EXPENDITURE

Purchase of finished goods

Manufacturing and other expenses - 14

Interest and financial charges (net) 15 °

Interest-and exchange fluctuation

on FRN (Refer Note 16)

Interest on advance against equity to

SPIC Petro (Refer Note 17)
Depreciation for the year

Less.: Credit for amount withdrawn
from revaluation reserve.[Refer Note 5(g)]

TOTAL EXPENDITURE

(LOSS')_'BEFORE TAXATION
Provision for taxation

(LOSS) AFTER TAXATION

16

" Share of (loss) of associates for the year

(Loss) before minority interests

Profit / (Loss) applicable to minority interests

Net (Loss) -
Profit brought forward

Transferred from general reserve

Accumulated losses of associates on initial adoption
Balance of revenue reserves of joint ventures

on initial adbption
APPROPRIATIONS

Transfer to statutory reserve

BALANCE (LOSS) CARRIED TO BALANCE SHEET

Basic and diluted earhings per share (Rupees)

Notes on accounts

Dr A C MUTHIAH

Chaimrman

Place . Chennai
Date : 26 June 2003

17

Year ended
31 March 2003

197997.81

2324.66
200322.47

1223.09
185296.55
19791.93
11627.84

10573.31

9928.68

2969.58

6959.10

23547182

(35149.35)
300.85

(35450.20)
(468.45)

(35918.65
(6.12)

(35912.53)

- 1370.70

(2699.09) -

/" 7895.00

(29345.92)
(41.05)

(Rupees in lacs)
Year ended
31 March 2002

188890.76
2257.77

191148.53

18656.41
163476.05
22939.92

~

12558.08
4874.70

' 7683.38
212755.76
(21607.23)
13.39

" (21620.62)
(21620.62)
10.59
(21631.21)

3530.49
18145.65

'(44.93)

(25.07)

Per our report attached to the Balance Sheet

BABU K VERGHESE

Managing Director

M G THIRUNAVUKKARASU

Finance Director

N RAMAKRISHNAN

Secretary

For A F FERGUSON & Co,,
Chartered Accountants

A K MAHINDRA
Partner




SCHEDULE 1

SHARE CAPITAL

Authorised Capital
19,10,00,000 Equity shares of Rs.10 each

1,09,00,000 Redeemable cumulative,‘preference
shares of Rs.100 each

Issued, subscribed and paid up: -
8,80,47,700 Equity shares of Rs.10 each

3,00,000 14.50 per cent Redeemable . . .
cumulative non-convertible preference
" shares of Rs.100 each- -

8,50,000 11.50 per cent Redeemable. .
cumulative non-convertible preference " -
" shares of Rs.100 each .

1,00,000.- 10.00 per: cent Redeemable
cumulative non-convertible prefererice”
shares of Rs.100 each -

1. Equity shares:

As at

31 March 2003

19100.00

10900.00

30000.00

. 8804.77

300,00

10054.77

(Rupeeé in facs)

As at
31 March 2002

19100.00

10900.00

30000.00

©-8804.77

v ..10054.77

s

(a) 1,70,00,000 Equity shares were alloted as fully paid up bonus shares, by capitalisation of Rs.1700 lacs, from Gereral Reserve.

2. Preference shares:

{8y 14.50 per cent Redeemable cumulative non-convertible preference shares of Rs 300 lacs issued on pnvate placement basis,
redeemable at par after the explry of 60, months from the daté(s) of allotment, have fatlen due for redemptxon dunng ?he year 2001-02.

(by 11.50 per cent Redesmable cumulative non-Convertibié preference shares of' Rs. 850-1acs issued on private "placement basis,
* -redeemable at par-after the expiry of 36 months from the ‘date(s) of allotment, Have fallen-due for redemption during the year.

(o). | ‘10 00 per cent Redeemable cumulative non-convertible preference shares of Rs. 100 lacs issued on pnvate placement basis are
redeemable at par after the expiry of 36 months from the date(s) of allotment,

SCHEDULE 2
RESERVES AND SURPLUS

Securities Premium Account
Debenture Redemptien Reserve
Revaluation Reserve Account (Note 5)
Capital Redemption Reserve

Statutory Reserve [Note 1(b) (iv)]
Foreign Currency Translation Reserve
General Reserve [Note 1(b) (iv)]

Total Reserves

* Transferred to Profit and Loss Account

" As at

v
DRI

(Rupees In Lacs)

. . LTl “ AS at
31 March Adjustments. .- Additions - Deductions. 31 March
. 2002 : o 2003
13322.35 - - - 1332235
3800.00 - - .~ 3800.00
48263.23 1735.92 - - 35086.61 4582.80 80502.96
'6500.00 IR - - 6500.00
954.65 (913.31) - - 4134
- 435.90 - 435.90
4667.24 (3296.54) - 1370.70* -
77507.47 (2038.03) 35086.61 5953.50 104602.55
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CONSOLIDATED
SCHEDULE 3 ' (Rupees in lacs)
N : ’ As at As at
N 31 March 2003 ) 31 March 2002
SECURED LOANS '
I Privately placed non-cenvertible debentures : . :
(i) Series Vil . Ces 6514.03 5839.79
(i) | Series VI ({interest accrued and due) - 112.87 : 179.57
(iii) Series Xl - 11555.04 : 11138.84
. - Loans,: - - N
(a) From Banks :
(i) Term loans ‘ - 3693.67 L 5378.69
(i) Working caprtal loans ‘and cash credrt facilities 108292.92 97275.16
(b) From financial institutions ) o
Term loans 36016.85 C 60422.04
Total . A : 166185.38 . . L 180234.09
Sharé of Joint Ventures : ' 16129.22 -
Grand Total _ : 182314.60 .- ’ 180234.09
Notes: : ‘ o
1. (a)- Debentures disclosed in Item | above, are secured / to be secured by a pari-passu charge on immovable properties, both present-and future, by way
of joint equitable morigage and charge on the movable assets, both present and future, by way of hypothecation (save and except boek debts) subject
to prior charge on current assets in favour of the Company's Bankers, except for charges stated in 3(b) below.
(b)  Series VIt Non-Convertible Debentures of Rs. 5000 lacs, included under item I (i} above, are redeemable at par as follows :
- (i) - Rs.2500 lacs on 1 August 2002 - -
(i) Rs.2500 lacs on 1 August 2003 -
{c)  Series-X}| Non-Convertible Debentures of Rs,10000 lacs -included under item no. l (iif) above, are redeemable at par as follows :
{i) Rs.3333.33 lacs on 18 April 2003 ‘and on 29 August 2003
(i) Rs.3333.33 lacs on 18 April 2004 and on 29 August 2004
(it} Rs 3333 34 lacs on 18 April 2005 and on 29 August 2005
2 (a) Term Ioan of Rs.256.72 lacs (prevrous year Rs. 219 09 lacs) from a bank |nc|uded under |tem 1(a)(i) |s secured by a parr passu charge by way of
joint equr{able mortgage of all immovable properties and secured by way ‘of hypothecation (subject to Bankers' prior charges) of all the present and
future movable properties of the Company -except for charges stated .in 3(b) below, - )
{(b)  Term loans of Rs.3238.30 lacs (previous year.Rs.3492.41 lacs), included under item-li{a)(i), availed from foreign banks are secured by guarantee issued
by a nationalised Bank, which guarantee is secured by a pari passu second charge on immovable properties by way of joint equitable mortgage.
‘{c)  Term Ians of Rs. Nil {previous year Rs.1226.44 lacs) included under item 1)(a)(i), availed from a foreign bank is secured by a first ranking mortgage
on the movable and immovable assets including the manufacturing plants with ali fixtures of Indo-Jordan Chemicals Company Limited.
{d)  Termloan of Rs.198.85 lacs (previous year Rs.440.75 lacs) under item Ii(a)(i) is secured by the pledge of certain specified investments of SPIC Holdings
and investments Limited.
3 (a) Term loans of Rs.31963.40 lacs (previous year Rs 31349.93 facs), from financial institutions, included under Il(b) are secured / to be-secured by a
pari passu charge by way of joint equitable mortgage of all immovable properties and secured by way of hypothecation (subject to bankers’ prior
_charges) of all present and future movable properties of the Company except for charges stated in 3(b) below. Loans in respect of one institution
are to be. further secured by pledge of specified shares.
(b) Term loan of Rs.1251.90 lacs (previous year Rs.1123.75 lacs) from a hnancral institution: included under item Ii(b), is secured by equitable mortgage .
- - - of all immovable properties of the Tissue Culture Project. . )
(c)  Termloan of Rs.2801.55 lacs (previous year Rs 2500 lacs) froma frnancral institution included under item Il(b), is to be secured by a pari passu charge
by way of joint equitable mortgage of the Company's Housing colony at Tuticorin.
(&) Term loans ‘ofRs. Nil (previous year Rs.25448.36 lacs) availed from foreign financial institutions are secured by a first ranking mortgage on the movable

s-lc

and immovable assets including the manufacturing plants with all fixtures-of Indo-Jordan Chemicals Company Limited. In the current year, the Group's
proportionate share in the above term loan is Rs.10788.63 lacs -and is included in share of Joint Ventures,

4. Working capital facilities from banks, amounting to Rs.108237.82 lacs, disclosed under item H{a)(ii), are secured by way of hypothecation of inventories and
all present and future book debts of the company including Government subsidies and secured / to be secured by second charge on immovable properties
by way of joint equitable mortgage,-except for charges stated in 3(b) above and are further secured / to be secured by Personal Guarantee of a director
(which has been counter guaranteed by the Company) and by pledge of shareholding of the private promoters in the company and pledge of shares held
by the company which have been identified for disinvestment. Working capital facilities amounting to Rs.55.10 lacs of ind-ital Chemicals Limited are secured. -

" by way of equitable mortgage of fixed-assets, hypothecation of stock of raw materials, stock in process, finished goods and book debts both present and
future alongwith corporate guarantee of the Company.
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SCHEDULE 4

(Rupees in lacs)

_ As at As at
: 31 March 2003 31 March 2002
UNSECURED LOANS
(a) Floating rate notes ' 56988.00 -58572.00
~(b) Fixed deposits 2898.78 3441.58
(c) Short-term loans and advances .
- From banks - 1476.89
- From other than banks 6380.95 6920.74
(d) Long-term loans and advances from others 116.47 3342.40
Total 66384.20 73753.61
Share of Joint Ventures 4961.10 -
Grand Total 71345.30 73753.61
SCHEDULE 5
FIXED ASSETS
_™COST OR VALUATION DEPRECIATION NET BOOK VALUE
Asatdt | . . .1 Asat 31| Asat 31 ) Asat31| Asat31 | Asat 3
owpton | ey | ton) ottons ottt T | e [fton) Fne | Dot | e | |
: 2002 o il o] 2003 | 2002 ’ i 2003 2003 2002
Freehold land ) : )
and development 5537.19{  2372.02 0.09 27.13 7882.17 - R - - 1 788247 | 5537.19
Leasehold land 130.39. 0.46 128.93 - - - - - 129.93 130.39
Buildings and ’ _
“sanitary fittings 32984.25 474022 | 2391 4007.40 | 33650.98| 9166.75 1686.47 561.19 570.85 | 10843.56| 22807.42 | 23817.50
Piant and machinery | 231589.75 | 13719.51 | 1300.90 58538.54 | 188071.62 | 114341.36 | (14543.84) | 5359.74 13687.96 | 91469.30 | 96602.32 | 117248.39
Electrical fittings
and water supply § .
installations 6270.58 997.81 3.55 35345 | 6918.731 325424 1254111 24753 48.73 | 3578.45| 334064 | 3016.34
Furniture, fixtures, )
office and . i .
other equipment . 5754.56 - 168.49 780.15 514290 | 257713 - 342.40 287.00 | 2632.44] 251046 | 317742
Roads - 1451.05 191.13 543.00 1093.18 616.00 | (318.08) 2421 81.01 24112 852.06 835.05
Railway siding 501.31 3677 . 145 | 52693 86.42 21.19 19.88 - 127.49 399.44 414,89
Vehicles 1459.97 - 46.27 542.83 963.41 778.90 101.19 312.38 567.71 395.70 681.07
Ships 5826.06 - - 5826.06 - 3573‘05 - 381.@6 | .3954.71 - - 2253.01
Total 29150511 2205746 | 1543.21 70725.87 2&379'.51 1343934655.(130"29.1'5) 7037.80 18942.73 109459.77 | 134020.14 | 157111.26
Capital work-in- )
progress / advances | 3045.49 | 63882.51
TOTAL (a) | 201505.41 | 22057.46 | 1543.21 70725.87 | 244379.91 | 13439385 (13028745) | 7037.80 18942.73 [108459.77 | 137965.63 | 220993.77
Share of Joint
Ventures
Fixed Assets -~ | 54509.11 66.54 | 54442.57 - -1 2890.88 | (17569.04) | 20459.92| 33982.65 -
Capital work-in-
progress/agvances ‘ 41510.84 | - -
TOTAL (b) - - | 54509.11 66.54 | ‘5444257 - ~| 289088 | (17569.04) | 20450.92| 75483.49 | -
Grand Total (a+b) | 291505.11| 22057.46 | 56052.32 70792.41 | 298822.48 | 134393.85 | (13029.15) | 9928.68 137369 [129919.69 | 213459.12 -
Previous year 280857.08 - | 215381 1505.48 | 291505.11 ] 122960.49 - | 12558.08 124,72 113439385 220993.77
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SCHEDULE 6

INVESTMENTS - Long Term
a) Trade
i) Quoted

Equity shares - Associates
Equity shares - Others

i)  Unquoted

Equity shares - Associates
Equity shares - Others

b) Non 'Erade
i)  Quoted
_ Equity shares - Others
i)  Unquoted

Units
Others

Total

Shére of Joint Ventures

Grand Total '
SCHEDULE 7

INVENTORIES L

Stores and spares
Raw materials
Work-in-process

Contracts-in-progress ) Co R - ‘1415._54 .
Less : Progress payments receaved 538.39 -

Finished good§‘

Total

Share of Joint Ventures
Grand Total .~
SCHEDULE;S

SUNDRY DEBTORS
Unsecured :

Debts outstanding for a period exceedmg six months: )
Considered good 7047.64

Considered doubtful - - 980.93

Other debts: - .
~ Considered good o ~

Less . PrO\)ision for doubtful debt§

Total
Share of Joint Ventures

Grand Total
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As at

31 March 2003

3068.04
384.31

0.50
484.35

4.36

349.28

4290.84
1042.34 .
5333.18

5499.17

2848.40 .

930.10

875.15
' 3152.24

13305.06

4067.23

17372.29

8028.57

15354.39

23382.96

. 980.93

22402.03

6528.49

28930.52

14271.37

3 .
r

CONSOLIDATED

(Rupees' in lacs)

As at
31 March 2002

7644.90
2364.78

881.47

946.49

4.36
343.57

12185.57

12185.57

9061.10
5097.31
- 897.04
- 16304.98

2033.61
10531.44
27620.50

27620.50

'8210.42
954 .85 ‘
9165.27
20208.70

29368.97
954.85

2841412

2841412




SCHEDULE 9 | (Rupees in lacs)

As at As at

: 31 March 2003 31 March 2002
CASH AND BANK BALANCES o ‘

Cash and cheques on hand ' ' ©23.49 67.78

Bank Balances
With scheduled banks :
In current accounts 273.04 191.80
In fixed deposits _ . ' 2136.22 ' 1750.34

in margin deposits . 3.78 --

With other banks :
in current accounts . 3934.05
In margin accounts . - . 3.98

Total 2437.12 : 5947.95

Share of Joint Ventures 5412.72 -

Grand Total ‘ 7849.84 . 5947.95

SCHEDULE 10

LOANS- AND ADVANCES

Advances recoverable in cash or in kind
or for value to be received:

Secured-Considered good 197.18* 628.95*
Unsecured: . _
Considered good : 151557.03 ' 153967.66
"Considered doubtful 1.24 17.26
, 151558.27 153984.92
Less : Provision for doubtful advances . 1.24 17.26
-_ 151557.03 —— ' 153967.66
Income-tax payments less provision 1224.73 972.62
Balance with Customs, Port Trust and '
Central Excise on current accounts 149.84 10.28
Total ' ' 153128.78 : 156579.51
Share of Joint Ventures . 3327.87 : -
Grand Total ' 156456.65 . 155579.51

* Represents employees’ loans which is disclosed net of loans of Rs. 22.80 lacs (previous year Rs. 2303.16 lacs) received from Housing Finance
companies. The said loans réceived are secured by equitable mortgage of employees' properties who have availed loans under the scheme.
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CONSOLIDATED

SCHEDULE 11

CURRENT LIABILITIES AND PROVISIONS
CURRENT LIABILITIES
Sundry creditors

- total outstanding dues to small scale industrial undertakings
- others

Unclaimed dividends

Dividend payable - Minority Shareholders

Interest accrued but not due on loans

Total
Share of Joint Ventures

Grand Total
PROVISIONS:

Gratuity and other retirement. benefits
Total
Share of Joint Ventures
Grand Total

SCHEDULE 12

DEFFERED TAX LIABILITY (NET)
Deferred Tax Assets

Disallowance under section 43B of Income Tax Act, 1961
Other timing differences

Deferred Tax liability
Depreciation '

Net Deferred Tax Liability
(in respect of a subsidiary)

Share of Joint ventures
Total ‘

i

SCHEDULE 13

OTHER INCOME

Dividend from trade investments

Dividend from non trade investments . .
Interest from non-trade investments

Profit on sale of assets

Miscelianeous

Total
Share of Joint Ventures

Grand Total
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As at
31‘ March 2003

31.48
54391.68
128.00

112055
55672.71
33628.57

8930128

8.54
8.54

16.62

T 2548

Year ended
31 March 2003

1.24

(7.74)
 (6.50)

{1820.85)
(1827.35)

423.50
36.43
1.96

. 174560
2207.49
117.47

« 232466

(Rupees in lacs)

As at
31 March 2002

9.85
90606.37
145.18
1219.30
3524 .45

95505.15

956505.16

25.38
25.38

£ -

25.38

Year ended

- 31 March 2002

. 247
(9.17)
(7.00)

. (1.00) -

427.58
77.48
4.05
347
1745.26
2257.77

2257.77




SCHEDULE 14

MANUFACTURING AND OTHER EXPENSES
Raw materials consumed

Opening stock : 5097.31
Less: in respect of subsidiaries [Refer Note 1(b)(iv)] 129.21
4968.10
Add. Purchases 67542.22
72510.32
Less: Cost of raw materials sold 1202.52
~ 71307.80
L.ess: Closing stock '2848.40
Raw materials consumed - 68459.40
Stores and spares consumed ; 966.39
Power, fuel and water charges ' 25561.11
Sales promotion expenses 351.50
Salaries, wages and bonus 7688.24
Contribution to gratuity and superannuation funds ' 997.16
Contribution to provident and other funds 294.26
Staff welfare expenses 621.32
Rent 1011.49
Rates and taxes 140.89
Excise duty 1822.79
insurance 1101.62
Repairs to: .
Ptant and machinery 1444.85
Buildings 506.05
Others 1228.54
3179.44
Commission on sales .-
Rebates -and discounts 5767.18
Packing, transportation and handling . " - 8904.77
Provision for doubtful debts and advances (net) 10.06
Turnover tax 996.82
Loss on sale of assets (net) 262.27
Loss on sale of investments 674.65
Supply of materials and equipment for construction contracts 2592.08
Sub-contractors payments 1480.99
Miscellaneous expenses 5383.10
Opening Stock
Finished goods 10531.44
Work-in-process (including: Contracts in progress) 17202.02
Total _ 27733.46
Less: In respect of subsidiaries [Refer Note 1(b)(iv)] 756.18
L 26977.28
Closing Stock
Finished goods 3152.24
Work-in-process (including Contracts in progress) 2343.64
5495.88
21481.40
Total - 159748.93
Share of Joint Ventures 25547.62
Grand Total - 185296.55
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Year énded
31 March 2003

(Rupees in lacs)

Year ended
31 March 2002

3609.17
3600.17
70253.66
73862.83
745.12
73117.71
5097.31
68020.40
2584 68
) 20225.31
544.77
11230.61
244 16
317.91
674.87
1536.99
387.99 .
1689.04
o ©1294.38
2625.17
871.12
488.37
—_— 3984.66
. 17.99
- 5270.74
12813.51
60.71
1119.72
0.29
2976.90
o 1799.82
Tt 3738.44
9742.96
13656.26
27276.40
40932.66
40932.66
10531.44
17202.02
27733.46 .
13199.20
163476.05
163476.05
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SCHEDULE 15

INTEREST AND FINANCIAL CHARGES (net)

Year ended
31 March 2003

(Rupees in lacs)

Year ended
31 March 2002

On debentures 1502.43 2028.71
On other fixed interest beanng loans 6119.24 10440.34
On others 10419.06 17864.99
Total 18040.73 30334.04
Share of Joint Ventures 1997.23 -
Grand Total 20037.96 30334.04
Less : Interest on advances to companies - - 4846.86
Interest on deposits, book debts, loans and others 149.40 2547.26
Share of Joint Ventures 96.63 -
246.03 7394.12
Grand Total 19791.93 _22939.92
SCHEDULE 16
PROVISION FOR TAXATION
Current year tax of a subsidiary 17.50 2.89
Deferred tax of a subsidiary (0.50) “10.50
Total 17.00 13.39
Share of Joint Ventures:

Current year tax 173.77 --
Deferred tax 110.08 --
/ e ————————

Grand Total 300.85 13.39

SCHEDULE 17'

NOTES ON ACCOUNTS‘ON THE CONSOLIDATED ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2003

The Consolidated Financial Statements relate to Southern Petrochemical Industries Corporation Limited {the Company) and its subsidiaries
{the Group). These Consalidated Financial Statements have been prepared in accordance with {(AS-21) *“Consolidated Financial Statements?,
(AS-23), “Accounting for investments in Associates in Consolidated Financial Statements” and (AS-27), “Financial Reporting of Interests in
Joint-Ventures", issued by the Institute of Chartered Accountants of India. As this is the first year of adoption of AS-23 and AS-27, figures
for the previous year have nat been presemed in respect of Associates and Joint Ventures in these Consohdated Financial Statements.

a. (i} The subsidiary companies consmered in these consolidated financial statements are:

) Country of, Percentage of ownership
Name : ‘ " incorporation interest as at 31 March, 2003
SPIC Holdmgs -and Investments Limited India ‘ 100.00
Ind-ltal Chemlcals Limited {a 70 per cent subsidiary of the Company India . 100.00
and 30 per cenf holding by SPIC Heidings and Investments Limited) ‘
Orchard Microsystems Limited {a 80.50 per cent subsidiary of India : 80.50
SPIC Holdings' and investments Limited)
SPIC Biotechnologies Limited India 100.00
Proactive Decisions Limited {a 57.14 per cent subsidiary of . India 5714
SPIC Holdings and Investments Limited) ,
Mitocon Biotec Limited (a 99.86 per cent subsidiary of India 99.86
SPIC Holdings and Investments Limited)
Gulf SPIC Bahrain EC

Bahrain ‘ 99.00 .




The financial statements of all the subsidiaries are drawn upto 31 March 2003 other than for Gulf SPIC Bahrain EC, where it is upto
31 December 2002

Interests in Joint Ventures:

The Group's interests in jointly controlled entities are:

Name . Percentage of ownership interest

as at 31 March 2003
' 52.17

16.93

50.00

47.57

Country of
incorporation

Indo-Jordan Chemicals Company Limited .+ Jordan

Tamilnadu Petroproducts Limited India
Technip India Limited India

SPIC-JEL Engineering Construction Limited
(30 per cent holding by the Company and 17.57 per cent holding by
SPIC Holdings and Investments Limited)

Guif SPIC General Trading & Contracting Company WLL
SPIC Fertiizers and Chemicals Limited o

" SPIC Fertilizers and Chemicals FZE (a 100 per cent subsidiary of -
SPIC Fertilizers and Chemicals Limited, Mauritius)

B India

49.00
8354
83.54

T Kuwait
Mauritius
Dubai

The finaneial statements of the Joint Ventures are drawn upto 31 March 2003 other than for Indo-Jordan Chemicals Company Limited
" and Gulf SPIC General Trading & Contracting Company WLL, where it is upto 31 December 2002.

The Group's interests in these joint ventures, other than those that are also subsidiaries, were reported as tong erm investments as
at 31 March 2002 and stated at"cost.

’The Financial statements of indo- Jordan Chemicals Company Limited, Spic Fertilizers & Chemicals Limited and Spic Fertitizers &
Chemicals FZE; which are subSIdtanes that+are also joint ventures have been consolidated applying AS-27 - ‘Fmanc:al reporting of
interests in Joint Ventures” which is mandatory with efféct from 1 April 2002. In the prewous year these companies were consolidated

applying AS-21 -

"Consolidated Financial Statements’. Consequently necessary adjustments have been made to Statutory and General

Reserves (Schedute 2) and Manufacturing and Other-Expenses (Schedule 14) in the current year.

Joint venture disclosures .
Group share in-Joint Ventures with respect to other items: - -

Rs. in lacs

(A) tncome:
iy Sales and Services . 33503.81
ii) . Other Income N7.17 . X
(B) Expenditure: ) .
) Purchase of finished goods 407.93
i) Profit before tax 3183.70 N
ity Provision for taxation : 283.85 o
iv)  Profit after tax 2899.85
¢) Investments in Associates
{i) The Group's associates are
' N Country of Percentage of Ownership interest
ame incorporation as at 31 March 2003.
Tuticorin Alkali Chemicals and Fertilisers Limited India . 46.93
SPEL Semiconductor Limited India 3497
Manali Petrochemical Limited India 38.29
SPIC Electric Power Corparation (Private) Limited india 43,55
(49.55 per cent holding by SPIC Holdings and Investments Limited)
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The Group's investments in.assaciates were reported as long term investments as on 31 March 2002 and stated at cast. On adoption
of Accounting Standard - 23 during the year. these investments have been accounted for using the Equity method, whereby the
investment is initially recorded at cost and is adjusted thereafter for the post acquisition change in the group's share of net assets.

The financial statements of the associates are drawn upto 31.03.2003 other than for Tuticorin Alkali Chemicals and Fertiisers Limited,
where it is upio 30.09.2002. ‘

These consolidated financial statements are based, in so far as they relate to amounts included in respect of subsidiaries, associates
and joint ventures, on the audited financial statements of each of the entities.

ACCOUNTING POLICIES ) )
The significant accounting policies followed are as stated below: o K

(i)

(i)

Fixed Assets and Depreciation ' ' -
Fixed Assets are capitalised at acquisition cost, including directly attributable cost of bringing the assets to its working condition for
the intended use. Baorrowing costs incurred on fixed assets from 1 April, 2000 are being capitalised in accordance with the Accountlng
Standard-16, which comes into effect in respect of accounting periods commencing on 1 April, 2000.

Certain assets have been revalued as on 1 January 1985, 1 June 1987, 30 September 1982, -31 March 1986, 1 April 1998, 31 March
1899, 31 March 2000 and 1 April 2002 and the resultant surplus has been added to the cost of the assets. -

Depreciation on fixed assets is provided on straight-line-method, except in the case of 'Te'chnip India Limited, which provides depreciation
on written down value basis, in accordance with Schedule X1V tothe Companies Act, 1956. The difference between the SLM and WDV
basis in respect of Technip India Limited is not significant. Where carrying value of an asset has undergone subsequent changes on
account of exchange fluctuation, the depreciation on the revnsed unamartised deprecaable amount is prowded prospectlvely over the
residual useful life of the assets. *

Foreign Currency Transactions
Foreign currency transactions are recorded in the books by applying the exchange rate as on the date of the transaction.

Foreign currency liabilities, arising on account of acquisition of assets, are converted at the exchange rate prevailing on the last working
day of the accounting year or forward contract rates, as. applicable, and the exchange difference is adjusted to the cost of assets. In
the case of Indo-Jordan Chemicals Company Limited, such exchange differences arising subsequent to date of commencement of
commerc;al production are charged to revenue, the impact of which is not ma(enal .

mvestmen ts in.foreign currency are reported using the exchange ra1e al ‘(he date of the. lransachon

Other foreign currency assets and liabiliies are converted at the exchange rate prevailing on the last working day of the accounting

- year or forward.Contract rates, as applicable, and the exchange difference is adjusted to the profit.and loss account except in case

(i)

(iv)

of forward contracts, where the difference between forward rate and exchange rate at the date of the transaction is recognised over

the life of the contract. -

Investments .

Long term investments are valued at cost. Investments in Associates are accounted for under equity method in accordance with

Accounting Standard - 23 ‘Accounting for Investments in Associates in Consolidated Financial Statements”. Borrowing costs incurred

on specific barrowings for funds used for investments in /advances made to companies gwixere such advances are to be adjusted

eventually against the equity to be issued by those companies) are capitalised as part of*the carrying amount of the investments/

advances. The Company follows this policy in respect of those companies promoted by it and where it has an effective control over

the operations of the investee companies. This policy of capitalising such borrowing costs has-been discontinued from the current year

and interest capitalised for the period 1.04.2000 to 31.03.2002 has been charged to the profit and loss account (Refer Note 17).

Inventories . ] . .

Inventories are-valued at lower of cost and net realisable value except stores, spares and loose toals, which are valued at cost and/

or below cost. The method of determining cost of various categories of inventories of various divisions is as follows:

Steres, spares and raw materials - Monthly weighted average methodffirst in first out method/annual average method

Loose tools ‘ - Valued at cost which is depreciated over a pericd of three to eight years on straight line method

Work-in-process and finished goods - Average cost of last quarter's production/average annual cost, computed on full absorption
A costing method

Revenue Recognition o - ‘ .

(a)  Revenue in respect of sale of products and scrap is recognised at the point of despatch to customers from plants and warehouses.
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(ii)

{b)  Under the retention pricing scheme, the Government of India reimburses the fertiliser industry, the difference between the retention
price based on the cost of production and selling price (realised from the farmers} as fixed by the Government from time to time,
in the form of a subsidy. This has been accounted as income on the basis of movement of fertiliser from the factory as per
the procedure prescribed by the Government and not on the basis of ultimate sales. In the case of increase in input costs /
expenses for which retention price is yet to be announced, the Company makes a reasonable estimate of incremental amount
due and accrues the same as income for the year. '

(c) Long- term contracts which were hitherto being accounted on compieted contract method by the Company is, from the current
year, being accounted on percentage completron method (Refer Note 18).

Research and Development Expenditure °

Research and Development expenditure is charged to the profit and loss account in the year in which it is incurred.

Retirement Benefits

Contribution to provident fund is made monthly, at a predetermmed rate, to the Provident Fund Trust and accounted on an accrual
basis.

Liability for superannuation,.gratuity and leave encashment benefit is provided based on an actuarial valuation and/or under a scheme
with ere Insurance Corporation of India and accounted on an accrual basis.

Lrabrlrty under voluntary retirement scheme is charged to the profit and loss account over a period of five years from the accounting
year in which the liability is incurred.

Premium payable on redemption of debentures
Premium payable on redemption of debentures is accounted for in the year of redemption of debentures.

Share and Debenture issue expenses
Issue expenses are adjusted directly to securities premium account.

Taxes on Income
Current tax is determlned as the amount of tax payable in respect of taxable income for the period.

Deferred tax is recognised, subject to the consideration of prudence, on timing difference between taxable income and accounting
income that originate in one pericd and are capable of reversal in one or more subsequent periods. Deferred tax assets are not
recognised on unabsorbed depreciation and carry forward of losses unless there is virtual certainty that sufficient future.taxable income
will be availabie against which such deferred tax assets can be realized (Refer note 21).

Estrmated amount of contracts remaining 1o be execuled on capital account and not provided for (net of advances) Rs 23315.88 lacs
[including share of Joint Ventures Rs. 22732.91 lacs (previous year Rs.168.98 lacs)).

Cumulative Preference Dividend and dividend tax not provided for by the Company upto 31 March 2003 is Rs. 672.95 lacs (previous
year Rs. 444.44 lacs).

Contingent Liabilities

(@)
{b)
(c)

(a)

Bills and Cheques discounted Rs. 1022.31 lacs [including share of Joint Ventures Rs. 138.97 lacs {previous year Rs. 1715.61 lacs)].

_Claims not acknowledged as debts Rs. 3602.68 lacs [including share of Joint Ventures Rs. 99.26 lats (previous year Rs.3507.75 lacs)].

Guarantees / Security given to banks/financial institutions an behalf of other companies Rs. 7794, 41 facs [including share of Joint
Ventures Rs.1062.46 lacs (prevrous year Rs. 6853.28 lacs)]. _ -

Fixed assets (other than furniture and fittings, office equipment, vehicles, ships, and certain buildings and piant and machinery) of the
Company have been revalued as on 31.3.1996 on the basis of 'Existing Use Value' by independent professional valuers. The resultant
surplus on such revaluation over the written down value of these assets amounting to Rs.36659.06 lacs has been credited to
Revaluation Reserve as on 31.3.1996.

Lénd, buildings and piant and machinery relating to Pharmaceuticals and Biotechnology Divisions of the Company have been revalued
as on 31.3,1999, on the basis of ‘Existing Use Value' by independent professional valuers. The resultant surplus on such revaluation
over the written down value of these assets amounting to Rs. 5412.77 lacs has been credited to Revaluation Reserve as on 31.3.1999.

Fixed assets (other than furniture and fittings, office equipments and vehicles) of the Tulicorin Plant of the Company have been revalued
as on 31.3.2000 on the basis of ‘Existing Use Value' by independent professional valuers. The resultant surplus on such revaluation
over the written down value of these assets amounting to Rs.30905.38 lacs has been credited to Revaluation Reserve as on 31.3.2000.
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{d) Fixed assets (other than furniture and fittings, office equipments and vehicles) of the Tuticorin Plant of the Company have been revalued
as on 01.04.2002 on the basis of 'Existing Use Value' by independent professional valuers, The resultant surplus on such revaluation
over the written down value of these assets amounting to Rs.35086.61 lacs has been credited to Revaluation Reserve as on 01.04.2002,

(e) Fixed assets of ind-Ital Chemicais Limited {a 100 per cent subsidiary) have been revalued on 1 June 1987 and 30 September 1992
on the basis of technical valuation reports. The resultant surpius on revaluation over the 'written down valle of these assets amounting
to Rs.111.89 lacs and Rs. 264.88 lacs respectively has been credited to Revaluation Reserve on the respective dates given above.

(f)  Fixed assets (other than furniture and fixtures, office and other equipment, vehicles, Sships-barges, certain land and plant and machinery)
of Tamilnadu Petroproducts Limited have been revaiued on 31 March 1996 on the basis of Existing Use Value' by professional valuers.
The resultant surplus on such revaluation over the written down value of these assets amounting to R5.21409.20 lacs has been credited
fo Revaluation Reserve as on 31 March 1996. As on 31.03.2003 the Group's proportionate share in the Revaluation.Reserve is
Rs.1426.17 lacs.

{a) The depreciation charge for the year shown in the profit and loss account is after deducting an amount of Rs. 2969.58 facs [mcludrng
Rs.309.74 lacs in respect of Joint Venture (previous year Rs, 4874.70 lacs)] representing the extra depreciation arising on revaluation
of fixed assets withdrawn from Revaluation Reserve. .

(h) Also, deducted from the Revaluation Reserve is an amount of Rs.1613.22 Iacs {previous year Rs. 213 29 lacs) in respect of certain
adjustments for deletion of revalued assets.

8.  The Company has given an undertaking to the financial institutions for non-disposal of its shareholdings in Tuticorin Alkali Chemicals and
Fertilisers lerted Tamilnadu Petroproducts Limited, Manali* Petrochemical errted and SPEL Semiconductor Limited without their prior
approval. .

7. Miscellaneous expenditure, to the extent not written off or adjusted represents

(a) Rs. Nil (prevrous year Rs.743.26 lacs) being expenditure on major repairs and renewals to ships, which were incurred on account
of specral surveys and compliance with statutory requirements. Such expenditure is charged off propomonately over the period the
benefit rs expected to be derived.

(b) Rs. 746.52- lacs {previous year Rs. 1124 21 lacs) being amounts pard/payab)e under Company's voluntary retrrement scheme for
employess is amortized over a period, of five years from the accounting year in which the Irabrhty is incurred.

{c) Rs.30.74-acs (previous year Rs.36.80 lacs) being expenditure towards rncorporatron of a subsrdrary and for subsequent increase in
authorrsed share capital. Such expenditure is charged off over a period of ten years.

8. Loans and advdrces include advances given fo three companies amounting to Rs. 32752.60 lacs (prevrous year - four companies -
Rs 44106.22 (acs) to be adjusted against equrty shares to be issued by these companres

9.  The Company promoted during 1994-95, SRIC Petrochemicals Limited (SPIC Petro). Loans and advances as at 31 March 2003 include
Rs. 45683.96 lacs.(previous year Rs. 43903.81 lacs) paid to SPIC Petro on account of advance against Equity of Rs. 15654.20 lacs (previous
year Rs.15850.72-lacs), Inter Corporate Deposits of Rs. 9756.99 lacs (previous year Rs.8052.74 lacs) and interest of Rs, 20272.77 lacs
(previous year .Rs.20200.35 tacs) accrued on both: Apart from the above, debtors also include Rs 522.96 lacs recoverable from SPIC Petros

In view of the pending litigation between Chennai’ Petroleum Corporation Limited (CPCL) and the Company and the consequent interim
injunction granted by the Madras High Court in 1997 to stop implementation of actrvrtres there has been a'temporary suspension of activities.

The draft Memorandum of Settlement (MoS) between CPCL and SPIC whrch was approved' by the Ministry of Petroleum and Natural Gas
in March 2001 is awarhng formal execution. The Company initiated discussions with Financial-institutions and Banks for resolving financial
issues through re-structuring of all the loans; grant of sanctions of reliefs and concessions and grant of further financial assistance, A high
level meeting with, all the Pinancial Institutions and Banks, who have funded this project, was held at Mumbai in June 2001. The Lenders
have formed a commrttee comprising representatives from DB, ICICI, SBI and Dena Bank to review the project and re-appraise the viability
of the project.

The Lenders Committee have appointed M/s, Tata Consutting Engineers Limited (TCE) as Lenders’ Engineer to assess the revised project
cost and the viability of the prOJect M/s. TCE have completed their study and submitted their report 1o IDBI in August 2002 and DB is
examining the report. oo .

In January 2003, ICICI Bank Limited, filed an application before the Debt Recovery Tribunal for appointment of g Receiver in respect of
properties of SPIC Petro. The Tribunal, on 14 February 2003, granted interim refief by way of appointment of a Receiver with a direction
to get the property valued for sale. The appeals of SPIC Petro and that of the Company before the Debt Recovery Appeliate Tribunal were
dismissed on 10 March 2003. Aggrieved by this, SPIC Petro and the Company filed Writ Petitions before the Bombay High Court for staying
the orders of the Tribunal and of the Appellate Tribunal.
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The Bombay High Court, on 17 April 2003, adjourned the Petitions with a direction that SPIC Petro will not be dispossessed from the property,

nor will the property be sold as directed by the Tribunal. The High Court further directed {DBI to make available TCE's report to the Cour,
to SPIC Petro and to the Company. SPIC Petro has to submit a report as ta what are the possibilities of revwal and how the necessary
finance will be raised and its liabilities cleared. .

The case is presently posted to be heard in the first week of July 2003.

The Company is in the process of identifying a strategic partner to invest in the project and on execution of the Memorandum of Settlement,
settle the compensation of Rs. 4303.47 lacs payable to CPCL and have the stay vacated by the Madras High Court, The Company is hopefu!
that the project will be implemented once the above issues are resolved.

“The Government of India vide their. letter dated 4.6.2002 announced the urea pricing policy parameters for the 7% and 8" pricing periods
from 1.7.1997 to 31.3.2003. The Company received a circular dated 12.8.2002 on the basis of the above letter revising the retention price
of urea with retrospective effect for the pricing period referred above. These policy parameters have made significant changes with regard

- to reassessment of plant capacities, withdrawal of vintage allowance, increase in normative levels of capacity utilization and updating the

consumption norms.

The Company is of the view that some of the policy parameters with regard to reassessment of plant capacities, withdrawal of vintage
allowance, increase in normative levels of capacity utilization cannot be amended retrospectively. The Company has therefore reworked the
_subsidy entitlement for the period from 1.7.1997 fo 31.3.2002 as per the notified policy disregarding the disputed parameters and other
disallowances made by the Government in working out the retention price. These workings have resulted in the Company retaining as claims
receivable subsidy of Rs. 36954.74 lacs already accrued in the books for the period 1.7.1997 to 31.3.2002.

The Company is in the process of representing to the Government and intends to take up the above issues'in a phaeed manner and is

~ hopeful of succeedmg and recovering the said amount.

In past years the Company was acting as handling agents for fertilisers lmported by Agri India which is a department of the Government
of India for importing fertilisers. The Company has claimed inventory carrying costs, freight concession and price differential on imported

~ fertilisers’ ‘consequent to decontrol of price of Di-Ammonium Phosphate {DAP} in August 1992 and also for carrying higher inventory due to

bunching of vessels when imports were ‘made. The total claims of Rs. 3625.68 facs which is outstanding for a consuderable period of time
are being followed up with Agri India and the Company expects to realise the amounts in due course.

The Company, its subsidiary and joint venture has made investments of Rs.3068.04 Iacs in equity , granted loans amounting to Rs.5176.50
lacs 'and advance against equity of Rs.1000 lags , extended guarantees for Rs.1825 lacs and Rs.9045.30 lacs is duetowards interest and
other recoverables in respect of three associate companies viz. Tuticorin Alkali Chemicals and Fertilisers Limited (TAC), "SPEL Semiconductor

* Limited (SPEL} and Manali. Petrochemical Limited (MPL). The market value of the investments is Rs.1278.22 lacs ‘as on 31 March 2003.
"Based on the audited results as at 31 March 2003 in respect of MPL and SPEL and as at 30" September 2002 updated to 31 March 2003

in respect of TAC, the erosion of net worth of these companies is in the range of 35 -per cent to 100 per cent. 'TAC has reported that
it has become potentially sick under the Sick Industrial Companies (Special Provisions) Act, 1985. In view of the long term involvement with
these companies, the management is of the view that no provision is required to be made for the above investments, loans, advance against
equity, interest and ‘other recoverables and guarantees aggregating to Rs. 20114.84 lacs.

(a) The Company had placed Inter Corporate Deposits with four companles amoummg to Rs.675 lacs during 1999 from whom neither

principal nor interest has been received. .

(b) An amount of Rs.2760.40 lacs is due from a company towards ship hire charges, sale of ship and other recovérables. This company
is in financial difficulties and is in the process of entering into an arrangement with another company to settle the dues of Rs.2760.40,
lacs subject to certain conditions.

3

Efforts are being made to recover these amounts'and the management is qf the view that no loss wil arise_'on this account.

During the year, the-Company continued its efforts in restructuring the debt portfolic. The restructuring proposal was referred under the
Corporate Debt Restructuring (COR) mechanism by Industrial Development Benk of india. The restructuring under’ CDR inter-alia provides
for business restructuring envisaging sale of certam divisions / investments and fmancnal réstructuring through reduction in interest rates and
reschedulement of - loans,

The participating lenders whose debts constitute 86.36 per cent of the total restructured debt and the Company have signed the Debtor-
Creditor Agreement.

The CDR cell approved the package vide jfs letter dated 19 March 2003, giving certain terms and conditions for the business and financial
restructuring including sharing of security among lenders. The forty participating lenders will now be taking necessary steps to obtain
approvals from respective authorities to effectuate the package at the earliest.

Pending execution of necessary documents and compliance with certain special and general conditions of the CD>R: which has been agreed
to by the Company and the promoters, the interest relief of Rs. 4110.36 lacs for the year ending 31 March 2003 has been considered in
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these accounts. The balarices of loans / interest pending implementation of CDR are subject to confirmation and resultant adjustments, if
any, would be madé after-the implementation of the package.

The COR package will come into effect on execution of necessary documents. The Company expects the COR package to be implemented

© $00N.

Capital work in progress/ advances include a sum of Rs.2091.04 lacs being advances paid to MCC Finance Limited for purchase of certain
immovable properties. The Company entered into sale agreements for these properties with MCC Finance Limited and the execution and
registration of sale deeds are pending. The Administrator/Provisional Liquidator of MCC Finance Limited filed a petition before the Company
Court at Chennai seeking a direction that the sale agreements entered into between the Company and -MCC Finance Limited be declared
null and void. The said petition was allowed by the Single Judge'on 18.6.2003. The Company proposes to file an appeal agamst the Order
before the Drvrsron Bench of the Madras ngh Court.

The Company had raised USD 120 million as unsecured Floating Rate Notes (FRN) in 1996 for financing the import of Capital Goods for
its operations and projects and for general corporate purposes. Interest and exchange fluctuation incurred upto 31 March 2000 on part of

_ the loan was being carried forward in capital work in progress as it was expected to be adjusted to proposed projects / schemes. As no
~ such proposed projects are now envisaged, during the current year interest of Rs. 7760.49 lacs and exchange fluctuation (net) of Rs 3867 35

lacs lying in capital work in progress have been charged to profit and loss account

lnterest caprtahsed as part of the carrying amount of advance against equity made to SPIC Petro for the. penod from 1 Apnl 2000 to 31
March 2002 amounting to Rs 10573.31 lacs has been charged to the Profit and'Loss Account of the current year as this was not in accordance
with the Accounting Standard-16-Borrowing Costs which is mandatory from 1st April 2000.

During the year, the Company has changed the method of accounting for construction contracts from completed contract method to percentage
completion method The change has resulted in the loss for the year being lower by Rs.1141.48 (acs. :

In respect of lndo Jordan Chemicals Company ernrted(lJC) joint venture company there is an insurance claim recervab!e which is mainly

" refated to the, reactor roof rubber lining failure that resulted in shutdown of the plant for 49 days during November and December 1997. 1JC

fied a claim with the insurer for a total amount of USD 4689407, equrva!ent to Rs 2228.53 lacs (Group's share Rs. 1161.58 lacs) ason 31 .
March 2003, berng the cost of the repair of USD 562713 and the oonsequentral loss of profit of USD 4126694, ~

The insurer refused the claim on the grounds that the lining failure ‘was progressive in nature and the erection comractors were responsrble
for the failure. ,Sm‘ce the lining failure was sudden and premature and the contractor was not responsible either by contract or by law, as
per the provisions of the insurance policy, IJC filed a-legal suit in December 1998 against the insurer, in the Court of Law in Amman,-Jordan.
To facilitate an garly settlement, at the insistence. of the insurer and on the recommendation of 1JC's legal counsel, the case was referred
to an arbitration, panel. The arbitration proceedings are in progress.

Spic Fertilisers and Chemicals FZE, Dubai, 5 jint venture company, is in'the process of developing a facrhty {0 manufacture ammonia / )
urea fertilisers in the Jebel Ali Free Zone. A plot of 240000 Sq mts has been leased from the Free Zone Authority for fifteen years with
renewable opnon for a simitar period. -

The plant,.after necessary modifications and refurbishment, will have the following production capacities u's‘ing natural gas as the feed stock:
Ammonia 685 Metric Tonnes per day.

Urea 1200 Metric Tonnes per day.

While ammonia (intermediary product) would be consumed in the manufacturing process, the end product, urea, will be marketed in the Indian
sub-continent at competmve prices through a buy back arrangement with the Company. The estimated project cost is around USD 190 million.

After securing a lener of commitment from Dubai Supply Authority for the supply of Natural Gas to the project, SFC is in the process of
entering info a detalled Gas Sales and Purchase Agreement (GSPA) with the Government of Dubai, in order to initiate action for the
syndication of the l0an. A lead bank from UK has given the in-principle acceptance to syndicate the loan for the project.

Itis estrmated that the mechanical completion would be by the beglnnlng of 2005 and the plant would be commissioned by the second quarter
of 2005.

No provision has been made in these accounts for the accumulated net deferred tax liability upto 31 March 2001 of the Company amounting
to Rs.11389 lacs as an interim stay of clause 33 of Accounting Standard-22- “Accounting for taxes on income” has been obtained from the
Madras High court. Clause 33 of the above standard provides that the net deferred tax liability accumulated up to 31 March, 2001 should
be provided for, with. a corresponding charge to revenue reserves. On a transfer petition filed by the Institute of Chartered Accountants of
India befare the Supreme Court of India, the Honourable Court directed that all similar petitions filed in different High Courts be transferred
to the Calcutta High Court. The petition is yet to be heard by the Calcutta High Court.
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The net deferred tax asset / (liability) of the Company as at 31 March 2003 and 31 March 2002 is as follows:

(Rupees in lacs)
As at 31 March 2003  As af 31 March 2002

Depreciation 10469 . 9995
Subsidy 5 13886 - 12172
Others . 43 361

Deferred tax liability : . - 24398 - 22528

Provision for doubtful debts ) ) 264 : 267
Carry forward business losses ’ 15140 2501
Unabsorbed depreciation ‘ 16902 14817
Others 118 242

Deferred tax asset 32424 ‘ 17827
Net deferred tax asset ! (liability) . 8026 {4701)

22. Related party disclosures under Accounting Standard - 18
i) The list of related parties as identified by the management are as under:

Tuticorin Alkali Chemicals and Ferilisers Limited
SPEL Semiconductor Limited
Manali Petrochemical Limited
SPIC Electric Power Corporation Private Limited

Associates

W

indo-Jordan Chemicals Company Limited

Tamilnadu Petroproducts Limited -

Technip India Limited

SPIC-JEL Engineering Construction Limited

Gulf SPIC General Trading and Contracting Company WLL, Kuwait
SPIC Fertilisers and Chemicals Limited, Mauritius

SPIC Fertilisers and Chemicals FZE, Dubai

Joint ventures

NG WD

Dr. A C Muthiah

Thiru. Ashwin C Muthiah
Thiru Babu K Verghese
Thiru M G Thirunavukkarasu
Thiru A Santhanakrishnan

Key Management Personne!l of the Company

©or A

Thirumati Devaki Muthiah
Thirumati Abirami Jawahar
Thirumati S Kalavathy
Thirumati S Ragini Prakash

Relatives of Key Management: Personnel of the Company

s wn

Enterprises owned by / over which Key Management
Personnel is able 1o exercise significant influence Sri Karpaka Vinayagar Agencies

Prestige Agencies

Crescent Agencies

South India Investment Associates

SPIC Aromatics and Chemical Corporation Limited

SPIC Petrochemicals Limited

Saras Permanent Fund Limjted

Saras Innovative Investments & Finance Limited

Saras Vision Mission (Private) Limited

Saras Exclusive Estates & Resoris {Private) Limited
National Aromatics and Petrochemicals Corporation Limited

2D OO AW

- o
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i) The following transactions were carried out with the related part'ies:.

. Seic

CONSOLIDATED

(_Rupées in lacs)

Key Enterprise owned
Sl. - - Joint | Management | Relatives | DY / Over which.
A .
No. Particulars \ssogiates Ventures Personnel | of KMP KMP Is abie to
(KMP) exercise significant
) . - influence
1 Balance outstanding as of Dr. 15130.68 Dr. 10936.34 Dr. 46943.28
31 March 2003 (Net Dr.)y (Dr. 14918.51) {Dr. 6579.26) (Or. 55804.15) .
2 Advance against equity 3.32 9.34
{35.44) {60.36)
3 Inter carporate deposits/loans given 40 1704.25
. ) {402.08)
4. Investment 0.50 171.46 )
() ()
5 Sale of goods 13.37 24.25
{591.55) (90.55)
8 Income from services rendered 514.95 842.39 - 0.33
' (606.92) (429.33) ()
7 | Sale of fixed assets . 0.59
' (0.70). )
8 Interest accrued on loans and ICDs 22.69 0202 -
(942.52) (37.31) {1330.88)
9 Interest accrued on advance against equity -
- ' (4846.86)
10 | Income from lease rentals 0.61 -
(1.53) (4.11)
11 | Service/Consultancy charges 19.28 1.73
, (6.86) ()
12 1 Sub-contractor payments 402.76
- (872.79)
13 | Managerial remuneration 176.68
o ] . (160.45) -
14 | Rent paid 1.13 9.84
b » ) (10.80)
15 | Sitting Fees 0.30
(0.30)
16 | Dividend Paid .- .
‘ {0.21) (0.03)
17 | Dividend Received 44511
_ _ {423.35)
18 | Purchase of goods 78.07 1629.05
_ _ . (1328.13) (7408.48)
18 | Amounts written off - - .
_ : (198.62) (449.64)
Figures in brackets-are in respect of the previous year.
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Year ended Year ended
31 March 2003 31 March 2002
23. Earnings Per Share :

(Loss) after taxation and preference dividend as per profit and loss account (Rs. in {acs) (36141.04) (22075 .66)
Number of shares used in computing earnings per share . , 38047700 88047700
Earnings per share - basic and diluted (in rupees) o (41.05) ' (25.07)
Face value per share (in rupees) B 10 Co 10

'

24. . Segment Reporting

- (Rupees in lacs)

, Bulk drugs and . :
Agro inputs Formulations _ Others Consolidated
Primary segment information (Business segments)

Segment revenue . /
Sales’ to ‘external customers 140495.69 12217.63 4528448 | - 197997.81
. j .1 (156830.24) (10974.79) (21085.73) (188830.76)
Other income : ‘ 411.89 199.02 501.29 | 1112.20
- T : (619.32) (132.50) (428.09) (1179.91)
Inter segment revenue B , 028 |- 0.28
< _ ‘ {3.83) (3.83)
~ Total revenue C T 140907.58 12416.65 45786.06 199110.29
. - (157449 56) (11107 29) (21517.65) (190074.50)
: Elimination of inter segment sales o . o -0.28
L T I . (3.83)
Total consolidated revenue : oo 198110.01
‘ o : oo (190070.67)
-'Segment results o o ' 7520.00 1895.58 154245 |-~ 10957.73
‘ . i (12443.87) (351.52) (-3244.40) (9550.99)
Unallocated expenses net of unaliocated Income - ‘ -26117.42
' : ' (-5750.44)
Profit / (-} Loss before interest,etc., and taxation -15159.69
, : : {3800.55)
Interest expenses (net) not allocable to segments - . ... . - - -19791.93
(-22939.92)
income from deposits and long term investments, loss on o -197.73
sale of investments etc., not allocable to segments (net) o TR (-2467 86)
\ {-) Loss before taxation - R -35149.35
‘ 9 o - (-21607.23)
1 Income taxes | | o L 0088
' R ‘ : v (-13.39)
. {-) Loss after taxation before share of ' ‘ o _ ‘:. -35450.20
results of associates : 1 (-21620.62)
Share of loss of associates e -468.45
‘ | 28 4
(-) Loss after taxation before minority interests ' . 1 -35918.65
(-21620.62)
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SmiCc

CONSOLIDATED

Butk drugs and

Others

Agro inputs Formulations Consolidated
Primary segment information (Business segments Contd.) |
Other Information L
Segment assets 234574.62 21681.77 36032.18 292288.57. .
(237750.50) (22034.91) {16506.28) (276291.69)
Unallocated corporate assets 137890.29
{176356.17)
Total assets. 430178.86
. _ (452647 .86)
Segment liabilities 285981.61 6106.30 20379.04 312466.95
(298744 .56) (7108.27) (8729.15) (314581.98)
Unatlocated corporate liabifities ' ' 32346.74
o (34945 .42)
Total liabilities 344813.69
\ | (349527.40)
Capital expenditure 674.79 984.12 757.16
(1790.95) (190.05) (322.94)
Depreciation - 4180.58 1229.44 1303.28
‘ - {5719.47) (1234.12) (510.44)
Non-cash expenditure other than depreciation 54.05 - 71.16 .
{160.30) (35.73) {-}
- ' o Carrying ,
SGe':::;n:!aa?:i :a(elgmer:;;n::rmatlon Revenue amount of Cap|§al_
{Geograp segments) segment assets expenditure
Within India 158408.14 252988.21 2169.73
(153847.10) (207658.73) _ (2034.50)
Outside India 40701.87 39300.36 - 246.34
. (35043.66) (68632.96) (269.44)
Total f 199110.01 292288.57 2416.07
) (188890.7@) (276291.69) , (23_03.94)
NOTES:
{a) Business segments .
The business segment has been considered as the primary segment for disclosure. T
The products included in each of the business segments are as follows:
(iy . Agro inputs - includes fertilizers and phosphoric acid.
(i)  Bulk drugs and formulations - includes Penicillin-G and formulations. -
(fii)  Others - includes maintenance contracts, tissue culture and floriculture, synthetic resins, investments, information technology services, chemicals and
engineering services.
Revenues and expenses, which relates to the enterprise as a whole and are not allocable to segments on a reasonable basis, have been included
under “Unallocated expenditure net of unallocated income”. .
Unallocated corporate assets and unallocated corporate liabilities include the assets and liattilities of those companies which. are yet to commence
operations. : :
(b) - Geographical segments
The geographical ségments considered for disclosure are as follows:
Sales within India includes sales to customers located within India
Sales outside India includes sales to customers located outside India.
Figures for the previous year have been recasted / regrouped, wherever necessary, to conform to the classification of the current year. In view of the

25,

adoption of AS-23 and AS-27, the figures of the current year are not comparable with those of the previous year.
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A. CASH FLOW FROM OPERATING ACTIVITIES:

Net Profit / (Loss) before tax

Adjustment for :

Depreciation

(Profit) / loss on sale of assets

Loss on sale of investments

Exchange fluctuation

Provision for dimunition in vaiue of investments
Translation difference on consolidation
Interest and financial charges

Interest and exchange fluctuation on FRN .
Income from investments

Interest income

Operating profit before working capital changes

Adjustments for :

{(Increase)/Decrease in sundry debtors
(Increase)/Decrease in inventories
(Increase)/Decrease in loans and advances

(Increase)/Decrease in miscellaneous expenditure

Increase/(Decrease) in current liabilities
and provisions

~ Cash generated from operations
Direct taxes
NET CASH FROM OPERATING ACTIVITIES

CASH FLOW FROM INVESTING ACTIVITIES :

Additions to fixed assets, including
capital work-in-progress/ advances and
adjustments for exchange fluctuation

Proceeds from sale of fixed assets

Payments on account of investvments and
advances to be adjusted against equity

Loans and advances to other companies
Income from investments
Proceeds from sale of investments

Interest income

NET CASH USED IN INVESTING ACTIVITIES

'CO_NSOLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2003

" (Rupees in lacs)
For the year ended
31 March 2002

For the year ended
31 March 2003

(35149.35) (21607.23)
6959.10 7683.38
269.52 (3.18)
674.65 2976.90
415.58 3087.77
50.79 -
477.21 -
20037.96 30334.04
11627.84 .
(470.03) (509.04)
(246.03) (1216.38)
—  39796.59 42353.49
4647.24 20746.26
4002.78 18212.77
10199.52 4828 55
2945.94 (371.72)
1127.01 78.52
(5195.00) 1362.71
T 13080.25 24110.83
17727.49 44857.09
(556.61) (484.81)
17170.88 44372.28
' (1337.73) (3560.13)
836.67 170.64
(225.40) (738.70)
(1667.90) (428.62)
470.03 500.04
301.92 1587.77
246.03 1216.38
——  (1376.38) (1243 62)
(1376.38) (1243 .62)
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CONSOLIDATED CASH FLOW STATEMENT (Contd.)

C. CASH FLOW FROM FINANCING ACTIVITIES :
Redemption of preference share capital
Proceeds from borrowings
Repayment of borrowings
Exchange fluctuation
Dividend paid
Interest and financial charges paid

NET CASH USED IN FINANCING ACTIVITIES
NET CASH FLOWS DURING THE YEAR (A+B+C)

Cash and cash equivalents (opening balance)

Cash and cash equivalents on initial adoption
of Joint Ventures

Cash and cash equivalents {closing balance)

SPeic

CONSOLIDATED

(Rupees in lacs)
For the year ended
31 March 2002

For the year ended
31 March 2003

- (2500.00)
14730.45 3024.05
(12337.54) (11144.54)
(415.58) (3087.77)
_ - . (880.48)
(16144.58) . (28270.98)

" (14167.25) (42859.72)

{141867.25) (42859.72)

1627.25 268.94

5947.95 5679.01

274.64 - -

7849.84 5947.95

Note: In view of adoptibn of Accounting Standard-27 - Financial Reporting of interests in Joint Ventures during the
year, the figures of the current year are not comparable to those of the previous year.

Dr. A C MUTHIAH .
Chairman ~

Place : Chennali
Date : 26 June 2003

For and on behalf of the Board
BABU K VERGHESE
Managing Director

M G THIRUNAVUKKARASU
Finance Director

N RAMAKRISHNAN
Secretary

Place : Chennai
Date : 26 June 2003

L

Per our report attached to the Balance Sheet

For A F FERGUSON & Co.,
Chartered Accountants

A K MAHINDRA
Partner
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DIRECTORS’ REPORT FOR THE FISCAL YEAR 2002

The Directors have great pleasure in presénting the Company's 11* Annual Report along with the audited accounts of the Company for the fiscal
year ended on 31 December 2002.

In the year under reviéw,.the Company returned to its track of successful and profitable operation, which had suffered a set-back in the year 2001,
Production for the year touched a new record high of 250422 MT reaching 112 per cent of the installed capacity and exceeding the budget target
of 240000 MT. In part responsible for this achievement was the fact that sales of Phosphoric Acid also touched a new record of 246346 MT.
This being the first full year of diversified marketing adopted by the Company, the sales achievement is particularly commendable. The production
/ sales achievement heiped in improving the financials of the Company, particularly in reducing its dues to JPMC and other creditors. The
continuous efforts on cost reduction alsc helped in improving cash flows and realizing a higher net profit for the Company. As against a net profit
of USD 1.28 million for the year 2001, the Company was able-to realize a net profit of USD 10.297 Million for the year 2002.

OPERATING RESULTS ‘ AMOUNT IN ’ AMOUNT IN
MILLION JD MILLION USD
Turnover and Other Income 47.236 66.717
Cost of Sales 26.871 37.953
Financing Charges- 2.800 '3.954
Other Expenses 4386 6.195
Profit before 'Depreciation 13.179 . 18.615 °
Depreciation 5.889 : 8318
Profit before Tax 7.290 10.297
Provision for Tax . - --

Profit after Tax - 7.290 10.297

PLANT PERFORMANCE HIGHLIGHTS
The overall capacity utilization of the Plants was 112 per cent, against the targeted 107 per cent. The highlights are as below:

PHOSPHORIC ' PHOSPHORIC
SL. No. DESCRIPTION ACID (P,0,) - ACID (P,0,) -
‘ TARGETTED ACHIEVED
1. Annual Production 240000 MT ' 250422 MT
2. Capacity Utilization 107 per cent 112 per cent
3. On-stream Factor -- 89 per cent
4. On-stream Efficiency - 126 per cent
ACKNOWLEDGEMENT:

The Company is grateful to.its Promoters, its financial institutions and government agencies in Jordan and India for the excellent support and co-
operation extended to it,

The Board of Directors place and record their appreciatioh for the dédicated services of the Company's executives and staff, despite trials and
tribulations and congratulate them on their commendable performance. '

On vBehaIf of the Board

Place : Amman, Jordan . NASER MADADHA
Date” : 10 March 2003 : Chairman'
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AUDITORS' REPORT TO THE PARTNERS

We have audited the accompanying balance sheet of Indo Jordan
Chemicals Company Limited as of 31 December 2002 and the related
statements of income, cash flows and changes in equity for the year
then ended. These financial statements are the responsibility of the
Company’'s management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with International Standards
on Auditing. Those Standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes

examining, on a t€st basis, evidence supporting the amounts and

disclosures in the financial statements. An audit also includes
assessing the accounting principles used and- significant estimates
made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

As discussed in note 4 to the financial statements the Company's

insurance claim in the sum of JD 3347852 has been referred to

103:

- Place

arbitration, the arbitration proceedings are currently in progress'. No
provision for any loss relating fo this insurance claim has been made
in the accompanying financial statements. The audit report on the
financial statements as of 31 December 2001 was also qualified with
regard to this matter. '

fn our opinion, except for the effect of such adjustments, if any, as
might have been determined to be necessary had the outcome of
arbitration described in the preceding paragraph been known, the
financial statements present fairly, in all material respects, the
financial position of the company, as of 31 December 2002, and the
resuits of its operations and its cash flows for the year then ended
in accordance with International Financial Reporting Standards.

¢

MOHAMED A. SAADEH
Registration No. 518(A)
For ERNST & YOUNG

10 March 2003
Amman,- Jordan

Date



BALANCE SHEET AS AT 31 DECEMBER 2002

\

ASSETS

CURRENT ASSETS
Bank balances and cash
Accounts receivable
Inventories
Other current assets

TOTAL CURRENT ASSETS

Property, pl’ant and equipment
" TOTAL ASSETS

LIABILITIES AND PARTNERS’ EQUITY

CURRENT LIABILITIES
- Long term loans-current portion
Accounts payable
Dividends .
Other current liabilities

TOTAL CURRENT LIABILITIES

~ Long Term Liabilities
Long term loans
Subordinated loan

"TOTAL LIABILITIES

PARTNERS' EQUITY
Share capital
Statutory reserve
Voluntary reserves
Retained earnings

TOTAL PARTNERS’ EQUITY
TOTAL LIABILITIES AND PARTNERS’ EQUITY

10
1

13
14
16

(In Jordanian Dinars)

2002

8382782
12666553
7173905
4774863

2001

5750291
18140478
6463761
1155369

28700703

85619370

31509899

90901012

114320073

122410911

9199908

9323156
7089128 13631949
3649370 3649370
560323 629532
20621977 27110759
21057889 29949675
4248000 4248000
45927866 61308434
44401000 44401000
3160557 2424964
2943061 2068294
17887589 12208219
68392207 61102477
114320073 122410911

The attached notes 1 to 21 form part of these financial statements.
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STATEMENT OF INCOME - Year Ended 31 December 2002

Note

Sales : 16
Cost of sales - ) 17

GROSS PROFIT

Transportation and shipping expenses
General and administrative expenses
Directors’ remuneration

OPERATING PROFIT .

Finance charges - net

{Loss) / Gain on exchange

Other income :

Contribution to vocational and technical training and
education support fund .

NET PROFIT FOR THE YEAR 18

STATEMENT OF CASH FLOWS - Year Ended 31 December 2002

OPERATING ACTIVITIES
Net profit for the year

Adjustments for:
Depreciation
Profit on sales of plant and equipment
Finance costs - net ‘
Loss on disposal of property, plant and equipment

Operating profit before working capita! changes
Decrease in accounts receivable )
(Increase) in inventories .
Decrease / {Increase) in other current assets
(Decrease) / increase in accounts payable and other Current liabilities

Interest paid
Net cash from operating activities-

INVESTING ACTIVITIES

Purchase of property, plant and-equipment
Sales of plant and equipment
Intrest received

Net cash (used in) investing activities

FINANCING ACTIVITIES
Repayment of long term loans

Net cash (used in) financing activities

INCREASE / (DECREASE) IN CASH
Cash at the beginning of the year

CASH AT THE END OF THE YEAR & tzsif . on

(In Jordanian Dinars)

2002 2001
47654756 37423714
(32760386) (29823832)
14894370 7599882
(3487408) (2666469)
(797557) (1124162)
(35000) (31260)
10574405 3777991
- (2799918) (3120012)
(485378) 187116
66824 63147
(66203) -
7289730 908242
7289730 908242
5937897 6007946
- (5175)
2799918 3120012
24115 e
16051660 10031025
6109836 2953149
(710144) (12909)
677906 (852222)
(6476618) 1427549
15652640 13546592
-(3691590) (4552750)
11961050 9023842

(680370) (387494) -
- 5183
120349 299430
(560021) (82821)

(8768538) (9454272)
(8768538) (9454272)
2632491 (513251)
5750291 6263542
8382782 5750291

" The attached notes 1 to 21 form part of these financial statements.

‘ot
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STATEMENT OF CHANGES IN EQUITY Year Ended 31 December 2002
(In Jordanian Dinars)

Reserve Retained

Share capital . . Total
Statutory Voluntary earnings

Balance at 1 January 2001 44401000 2334140 1962094 11497001 60194235
Net profit for the year . - 908242 908242
Transfer to statutory reserve 90824 , -- (90824)
Transfer to \}oluntary reserve - 106200 (106200) |
Balance at 31 December 2001 2424964 2068294 .} 12208219 61102477

Net profit for the year -- - 7289730 7289730
Transfer to statutory reserve 735593 -- .(735593)
Transfer to voluntary reserve - 874767 (874767)

Balance at 31 December 2002 44401000 3160557 2943061 17887589 68392207 .

The attached notes 1 to 21 form part of these financial statements.

- NOTES TO THE FINANCIAL STATMENTS 31 December 2002

1 ACTIVITIES

The financial statements of Indo-Jordan Chemicals Company Limited for the year ended 31 December 2002 were authorised for issue in
accordance with a resolution of the directors on 10 March 2003. Indo-Jordan Chemicals is a limited liability company incorporated in Jordan
and registered at the Ministry of Industry and Trade under No. 2750 on 22 March 1992, The Company’s main objectives are to manufacture
and sell phosphoric acid and other chemical by-products.

The Company employed 377Aemployees as of 31 December 2002 (2001: 380).
2 SIGNIFICANT ACCOUNTING POLICIES ‘

Basis of preparation:

The financial statements have been prepared in accordance with Internatlonal Financial Reporting Standards issued by the International
Accounting Standards Board (IASB).

The significant accounting policies adopted are as follows:

Accounting convention

The financial statements are prepared under the historical cost convention.
The accounting policies have been consistently applied by the Company.
The financial statements are presented in Jordanian Dinars.

Property, plant and equipment
Property, plant and equipment is initially recorded at cost.

Carrying amounts are reviewed at each balance sheet date to assess whether they are recorded in excess of their recoverable amount where
carrying values exceed this recoverable amount assets are written down to their recoverable amount.

Depreciation

Depreciation is provided on a straight line basis on all property, plant and equipment other than fixed assets under construction, at rates
calculated to write off the cost of each asset over its expected useful life.

Inventories

inventories are valued at the lower of cost or net realisable value. Cost includes afl variable production costs plus an allocation of fixed
production overheads based on the normal capacity of the production facilities.

Spare parts, raw materials and other consumables are valued on the weightéd average cost basis.

Net realisable value is based on estimated selling price less any further costs expected to be incurred to completion and disposal.
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Term loans

The term loans are carried on the balance sheet at amortised cost using the effective interest rate method. Instalments due within one year
are shown as a current liability. Interest is charged as an expense as it accrues, with unpaid amounts included in other current liabilities.

Accounts payabie and accruals
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the supplier or not.

Impairment and uncollectibillity of financial assets

An assessment is made at each balance sheet date to determine whether there is objective e\udence that a financial asset or group of financial
assets may be impaired. If such evidence exists, the estimated recoverable amount of that asset is determined and any impairment loss
recognized for the difference between t he recoverable amount and the carrying amount. Impairment losses are recognised in the statement
of income..

Accounts receivable

Accounts receivable are stated at original invoice amount less an allowance for any uncollectable amounts. An estimate for doubtful debts
is made when collection of the full or part of amount is no longer probable. Bad debts are written off as incurred.

Sales
Sales represent the invoiced value of goods supplied by the Company during the year.
Foreign currencies

.Transactions in foreign currencies are recorded at the prevaiiing exchange rate at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are translated at the prevailing exchange rates at the balanee sheet date. All differences are taken to the
statement of income.

Financial instruments

Financial instruments include receivables, cash, term loans, payables and certain other .assets and liabilities.

BANK BALANCES AND CASH

Included in bank balances and cash as of 31 December 2002 a resiricted cash amount of JD 7092815 (2001:JD 5103722), deposited at
HSBC Bank PLC and managed by Law Debenture Trust Corporation PLC. This restriction was placed pursuant to the Escrow Account
Agreement between the Company and the senior lenders comprising the International Finance Corporation, Netherlands Development Finance
Company, Credit Commercial De France and Standard Chartered Grindlays Bank.

According to the Escrow Account Agreement all sales revenue must be transferred to the Escrow Account with HSBC Bank PLC, which
restricts the use of 35 per cent (2001: 35 per cent) of the transferred amounts during the year for future loan repayments, unless otherwise
approved by senior lenders.

Included in bank balances and cash, cash margins against letters of guarantee and letter of credits of JD 239196 (2001: JD 57318).

ACCOUNTS RECEIVABLE _ (In Jordanian Dinars)
2002 2001

Receivable from a related party : . . ~ 8659692 12884971
Cther trade accounts receivable i ‘600641 1885509
Insurance claim receivable ) 3347852 3347852
Other receivables : ' 58368 22148
12666553 18140478

The amount receivable from the related party is due from SPIC, the.majority shareholder, in‘cluded in this balance an amount of JD 8331723
which is due over six months, and had not been collected at the date of approval of the financial statements. Management of the Company
believes this amount will be receivable in full, no provision has been made against the amount due.

The insurance claim receivable is mainly related to the reactor roof rubber lining failure that resulted in shutdown of the plant for 49 days
during November and December 1997. The Company filed a claim with the insurer for a total amount of USD 4689407 (JD 3347852) being
the cost of repair of USD 562713 (JD 398401) and the consequential loss of profit of USD 4126694 (JD 2949451),

The insurer refused the claim on the grbunds that the lining failure was progressive in nature and the erection contractors were resppnsible
for the failure. Since the lining failure was sudden and premature and the confractor was not responsible either by contract or by law, as
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per the provisions of the insurance policy, the Company filed a legal suit in December 1998 agaihst the insurer, in the Court of Law in Amman,
Jordan. To facilitate an early settlement, at the insistence of the insurer and on the recommendation of the Company’s legal counsel, the
.case was referred to an arbitration panel. The arbitration proceedings are in progress. ‘ »

, » : (In Jordanian Dinars)
'INVENTORIES ' - ' ’ 2002 . 2001

-Finished goods o 1621524 1167712

Work in progress ‘ - 215333 87542
Raw materials : ' 239116 220885

Spare parts and consumables 4329837 4348491
Chemicals ) 768095 639131

7173905 6463761

OTHER CURRENT ASSETS S A
Prepaid expenses ‘ 132287 146514
Refundable deposits : 6209 ~ 10659

Advances to suppliers : 299162 855652
Others : : 39805 142544

477463 1155369




7 PROPERTY PLANT AND EQUIPMENT ~ (In Jordanian Dinars)

‘Machinery ‘ Power and  Furpiture, ' Fixed-assets
° and Buildings Roads water ofice  *  Motor under Total
equipment : distribution  equipment vehicles construction
: . System and others
Cost
Balance as of . .
1 January 2002 106222533 7325498 1036569 626742 880231 751443 372045 117215061
Additions ‘ - - - - 15598 . - 664772 680370
Transferred to ‘ )
fixed assets 567224 13692 1057 11764 - - (593737} -
Disposals (30949) - - - - - - - (30949)

Balance as of ‘
31 December 2002 106758808 7339190 1037626 638506 895829 751443 443080 117864482
Accumulated depreciation

Balance as of .
1 January 2002 23052487 1563398 228908 135434 710847 622965 - . 26314049

Charge for the year - 5328735 366462 51872 31825 89381 69622 - 5937897
Relating to disposals . (6834) - - s - - - {6834)
‘Balance as of :

31 December 2002 28374397 1929861 280781 167259 800227 692587 - 32245112
Net book values

As of S
31 December 2002 . 78384411 5409329 756845 471247 95602 58856 443080 85619370
As of _ A T .

31 December 2001 83170036 5762100 807661 491308 169384 128478 372045 80901012
Depreciation ’ . : ' o

rate per anhum 5percent 5percent 5percent 5 percent 20 per cent . 15 - 20 per cent

The remaining capital expenditure to conplete the fixed assets under construction as of 31 December 2002 amounts to approximately JD 596534,

8 LONG TERM LOANS ’ !
: (In Jordanian Dinars)

2002 ) 2001
Long Term Current Long Term Current
Standard: Chartered Grindlays C - 900001 - 800000 900001
International Finance Corporation 7080000 2832000 9912000 2832000
Credit Commercial De France 11991750 4796700 16788450 4796700
Netherlands Development Finance Company 1986139 794456 2349225 671207

21057889 9323156 29949675 9199908

Following are.the details of the loans agreements:

Standard Chartered Grindlays Loan
The loan agreement was signed on 17 April 1995,

The original loan amount of JD 4500000 is repayable in 10 equal and successive semi-annual instalments, starting from 17 April 1998. This
loan was converted from Jordanian Dinars to an equivalent balance in US Dollars on 31 December 1999.

- The interest rate charged is 2 per cent over the weighted average cost of time deposits and reserves at Corporate Banking ANZ. From 14
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December 1999 the interest rate charged amounts to 6 months LIBOR + 2 per cent margin and the commission charged equates to 0. 25 per
cent per annum calculated at the beginning of each interest period.

The effective interest rate was 4.4 per cent (2001: 7.18 per cent). . ' °
International Finance Corporation Loan (IFC)
The loan agreement was signed on 31 October 1994,

The original loan amount of USD 30000000 (JO 21240000) is repayable in 15 equal and successive semi-annual instaiments, starting from
31 March 1998,

The interest rate charged is 10.5 per cent annually plus other loan fees.

" The effective interest rate was 10.5 per cent (2001: 10.5 per.cent).

Credit Commercial De France Loan (CCF)

The loan agreement was signed on 2 November 1994,

The original loan amount of USD 54200000 (JD 38373600) is repayable in 16 equal and successive semi-annual instalments, starting from
2 November 1998. '

The effective interest rate was 6.03 per cent plus risk fees of 0.75 per cent (2001 6.78 per.cent).

Netherlands Development Finance Company Loan (FMO)

10

The ioan agreement was signed on 21 February 1995,

The original foan amount of NLG 17648500 (JD 5028049) is repayable in 15 equal and successive semi-annual instalments, starting from 1
June 1999.

The interest rate charged was 11.3 per cent annually for the first interest adjustment penod ending on 30 June 1995 and for the rest of each
interest adjustment period up to 31 March 1998 was 3.6 per cent over the effective yield of 10 years Dutch Government Bonds, and thereafter
up to the loan period at a uniform weighted average rate of the various interest rates applicable up to 31 March 1998 which amounted to 9.8
per cent since 31 March 1998. : \

The effective interest rate was 9.8 per cent (2001: 9.8 per cent).

All loans are collateralised by a first degree mortgage on the Company’s movable and immovable assets including the manufacturing plant with
all its fixtures. A deed of mortgage was issued to the lenders against all the Company's assets.

The aggregate amount of annual principal maturities of long term loans are as follows:
{In Jordanian Dinars)

2004 8423156
2005 8423156
2006 4211576

' 21057889

Certain loan agreements contain covenants relating to balance sheet and income statement ratios, additional borrowings and other matters,
and give the lender the right to seek repayment of the full amount of the loan in the event of non-compliance.

(In Jordanian Dinars)

ACCOUNTS PAYABLE R 2002 ) 2001
Amounts payable to related parties ' ' ‘ 4383967 11201189
Other payables 2705161 2430760
' 7089128 13631949

DIVIDENDS , .
Dividends 1998 . ‘ 541300 541300
Dividends 1999 3108070 3108070
3649370 3649370

The General Assembly approved in its meetings held on 18 March 1999 and 23 April 2000 to pay a dividend of 10 per cent and 7 per cent
respectively of the share capital, on the profit for the years 31.December 1988 and 1999, out of the excess amount released from the
Escrow Account, :




11

12

13

14

15

16

17

(in Jordanian Dinars)

: : ' 2002 2001

OTHER CURRENT LIABILITIES | - ‘ —
Financing charges ” . 491620 627032

Contribution tc vocational and technical training and education support fund 66203 . --

Others . . 2500 2500

560323 . 629532

SUBORDINATED LOAN

In accordance with the Investmeni Agreement dated 31 October 1994 between the International Finance Corporation (IFC) and the Company,
the Jordan Phosphate Mines Company Ltd. {(JPMC) has granted the Company, on behalf of partners in the Company, an interest free loan
amaounting USD 6000000 (JD 4248000). In accerdance with the loan agreement, repayments shall be made bi-annually commencing 31 March
1999 from funds when available in the Excess Amount Account. 4

SHARE CAPITAL

The Company’s capital consists of 44401000 shares with a par value of JO 1 each, divided as follows:
(In Jordanian Dinars)

Authorised, issued and fully paid

2002 : 2001

Southern Petrochemical Industries Corporation Ltd. - India (SPIC) 23163000 23163000
Jordan Phosphate Mines Company - Jordan (JPMC) 15477000 - 15477000
The Arab Investment Company - S.S.A - Saudi Arabia 5761000 5761000
' 44401000 44401000

STATUTORY RESERVE

As required by the Jordanian Companies Law, 10 per cent of the net profit for the year has been transferred to the statutory reserve. The
Company may resolve to discontinue such annual transfers when the statutory reserve equals 25 per cent of the issued share capnal The
statutory reserve is nol available for distribution. .

VOLUNTARY RESERVE . %

In accordance with Jerdanian Companies Law, the voluntary reserve shall be utilised in the purposes determined by the Board of Directors.
The General Assembly shall have the right to distribute it in whole or any part thereof as dividend to the shareholders if not utilised in such-
PUrposes. .

SALES
In accordance with the Phosphoric Acid Off-Take Agreement, Southern Petrochemical industries Corporation Limited (SPIC), the majority

shareholder, is the sole buyer of the Company's production. However, during the year 2002 and 2001 SPIC was unable to buy all the
Company's production and the company sold to other customers.

’

(In Jordanian Dinars)

v 2002 2001
COST OF SALES
Finished goods and work in progress as at 1 January ‘ ’ . 1255254 869175
Cost of production - 33341989 30209911
Finished goods and work in progress as at 31 December (1836857) (1255254)
Cost of sales 32760386 29823832
Cost of production.is composed of the following: _
Raw materials 19393411 16154452
Salaries, wages and other benefits 4778273 4444712
Depreciation gxpense : 5888691 5958048 -
Spares and consumables 1647555 1536818
Repairs and maintenance . . 717339 716773
insurance 633233 ' 576588
Miscellaneous . : 283487 822519
33341989 30209911
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(In Jordanian Dinars)

2002 2001
18 NET PROFIT FOR THE YEAR _ _—
Profit for the year is stated after charging: ’
-Staff costs:
Wages and salaries 4929122 4736516
Other benefits : 230306 203324
' 5159428 4939840
Finance charges - net:
Interest expense and charges : 3556178 4349227
Bank interest income , ’ - (120349) (299490)
Interest income on SPIC delayed payments (635911) (929725)
' ' ' ' 2799918 3120012
Depreciation of property, plant and equipment ) 5937897 6007946

19

20

2

RELATED PARTY TRANSACTIONS

These represent transactions with related pames i.e. partners and Compames of wh|ch they are principal owners. Pricing policies -and terms
of these transactions are approved by the Company's management.

Transactions with related parties included in the statement of income are as follows:

Sales ' : 14629099 23586523
Finance income (expense) - net ‘ 218210 509395
Purchases of raw materials and power - net 15493072 13555745

Amounts receivable from and payable to related parties are disclosed in notes 4 and 9 respectively and the subordinated loan advanced
to the company in note 12.

During the year the Company has been mvolved in a number of transactions wuth its partners These transactions are governed by the
following agreements:

Phosphoric Acid Off-Take Agreement
The Company entered into an agreement on 28 February 1995 namely the “Phosphoric-Acid Off-Take Agreement” with SPIC, India.

The agreement is valid for ten years after the first year of production or until the Company fulfils all its obligations to the senior lenders
whichever is later.

The Company shall supply tb SPIC its_entire production of phosphoric acid and SPIC shall purchase and pay for the entire quantity of acid
produced by the Company.

The sale is on FOB basis, the price being determined every half-year based on the international C&F price to India applied to a pricing-formula
stipulated in the agreement.

However, as SPIC was unable to buy ali the Company's production, Company had diversified its sales to other buyers and sold at the
realisable market price on FOB basis.

Phosphate rock supply Agreement
The Company has entered into an agreement on 1 March 1995 namely the "Phosphate Rock Supply Agreement" with JPMC, Jordan.

The agreement is valid for twelve years from the commissioning of the plant or until the. Company fulfils its obligations to the senior lenders
whichever is later. A -

JPMC shall supply Phosphate Rock of various grades in the quantities indicated in the contract or any other combinations or quantities
depending upon the Company's exact requirement of the respective grade and quantities.

The,selling price is determined on the basis of the international FOB price to India applied to a pricing formula stipulated in the agreement.
CONTINGENT LIABILITY ‘
As of 31 December 2002 the Company had an outstanding letters of guarantee amounting to JD 171223 (2001: JD 172223).

FAIR VALUES

Except for subordinated loan where it is not practical to determine the fair values with sufficient reliability, the fair values of financial assets
and liabilities are not materially different from their carrying values at the balance sheet date.
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DIRECTORS’ REPORT

The Directors present their repart and the audited financial statements
of the Group and of the Company for the year ended 31 March 2003.

PRINCIPAL ACTIVITY
The Company's principal activity is to carry on business of investment
in shares, bonds and other securities.

The sudsiciary's principal activity is to develop a facility to
mgnufacture ammonia/urea fertilizers in the Jebel Ali Free zone.

RESULTS AND DIVIDENDS
The Group's and Company’s lcsses for the financial year ended 31
March 2003 amount to USD 9448 (2002 - Loss of USD 6220).

The directors do not recommend the payment of a leldend for the
year under review.

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT
OF THE FINANCIAL STATEMENTS

Company law requires the directors to prepare financial statements
for each financial year which present fairly the financial position,
financial performance and cash flows of the Company. In preparing
- those financial statements, the directors are required to:

- select suitable accounting policies and then apply them
consistently; .

make judgements and estimates that are reasonable and prudent;

state whether International Accounting Standards have been
followed, subject to any material departures disclosed and
explained in the financial statements; and

prepare the financial statements on the going concern basis
unless it is inappropriate to presume that the Group and the
-.Company will continue in business.

The directors confirm that they have complied with the above

~ requirements in preparing the financial statements.

"Date

The directors are responsible for keeping proper accounting records .
which- disclose with reasonable accuracy at any time the financial
statements comply with the Mauritian Companies Act, 2001. They are
also responsible for safeguarding the assets of the Group and of the
Company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.

AUDITORS

The auditors, Gaetan Wong To Wing, A.C.A. has indicated his
willingness to continue in office and wili be automatically reappointed
at the Annual General Meeting. .

.BY ORDER OF THE BOARD

KEE CHONG LI KWONG WING
AMAL ARPUN AUTAR
Directors

Place : Port Louis, Mauritius
-0 12 June 2003

SECRETARY’S REPORT

We certify that we have filed with the Registrar of Cbmpanies all such
returns as are required of the Company under the Companies Act,
2001.

For and on behalf of
MAURITIUS INTERNATIONAL TRUST COMPANY LIMITED
Date : 12 June 2003
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AUDITORS’ REPORT TO THE MEMBERS OF SPIC FERTILIZERS & CHEMICALS LIMITED

| have audited the financial statements of SPIC Fertilizers &
Chemicals Limited setout on pages 116 to 123 which have been
prepared on the basis of the accounting policies set out on page 120.

Respective responsibilities of directors and auditors

The directors are responsible for keeping proper accounting records,
which disclose with reasonable accuracy at any time the financial
position of the Company and to enable them to ensure that the
financial statements comply with the Companies Act, 2001. They are
also responsible for safeguarding the assets of the Company and
hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities. It is my responsibility to form an
independent opinion, based on my audit, on those accounts and to
report my opinion to you. "

Basis of Opinion

| conducted my audit in accordance with International Standards on
Auditing. An audit includes examinaticn, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements.
It also includes an.assessment of the significant estimates and
judgements made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to
the Company's circumstances, consistently applied and adequately
disclosed. :

| planned and performed my audit so as to obtain all the information

and explanations which | considered necessary in order to provide me

with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatements. In forming my opinion,
| also evaluated the overall adequacy of the presentation of

- information in the accounts. | believe that my audit provides a
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_reasonable basis for my opinion.

I have no relationship with or any interests in the Company other than
in my capacity as auditor with the Company in the ordinary ccurse of
business.

Opinion

in my opinion:

a. | have obtained all such information and explanations which |
considered necessary;

b: Proper'accouming records have been kept by the Company as
far as it appears from examination of those records;

¢. The financial statements give a true and fair view of the balance
sheet at 31 March 2003 and of its loss and cash flows for the
year ended and comply with the Companies Act, 2001,

Place : Port Louis, Mauritius GAETAN WONG TO WING
Date ;. 12 June 2003 Chartered Accountant
4 ’




BALANCE SHEET AS AT 31 MARCH 2003

v (USD)
The Group The Company
"2003 2002 2003 - 2002

ASSETS EMPLOYED
‘Non-current assets
Property, plant and equipment ‘ 112257140 106642389 - -

Investments - -- 32073740 39073740

112257140 106642389 39073740 38073740

Current assets

Tradé receivables . 7. . 11772 11772 - S
Cash and cash equivalents -8 28417 26398 282 49
40189 38170 .- 282 49
Current iiabilities . ' ‘ »
Trade and other payables 9 55983933 51085412 - 8566 7116
Borrowings ’ : : 10 .- -, 5659323 5313962 19657 11425
Due to related parties S LU 9345589 8973820 - - _ --
70988845 V 65353194 28223 18541
Net current liabilities ’ i (70948656)  (65315024) (27941) (18492)
Net assets . 41308484 41327365 39045799 39055248
FINANCED BY:
Capital and Reserves
Share capital 12 39073390 39073330 38073390 39073390
Share application monies 2260682 2260682 399 399
Profit and Loss Account (27930) (18541) - (27990) (18541)

41306082 41315531 39045799 39055248

Non-current liabilities
Provisions 13 2402 11834 - --

b 41308484 41327365 39045799 39055248

These accounts have been approved by the Board of Directors on 12 June 2003

-

KEE CHONG LI KWONG WING
AMAL ARPUN AUTAR
Directors

Notes on pages 120 to 123 form part of these accounts.
B N S L S T N
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2003

(USD)
Notes . The Group The Company

2002 2003 2002

Revenue . -- - - -

Operating Expenses 9449 6220 9449 6220

Operating Loss for the year. , 14 (9449) (6220) (9449) (6220)

Finance costs ' - -- -- --

Net Loss before tax (9449) (6220) (9449) (6220)

Tax ‘ 15 - - -- =

Net Loss after tax ‘ : (9448) (6220) (9449) (6220)

Transfer from retained loss : (18541) (12321) (18541) (12321)

Loss retained for the year and carried forward - : (27990) (18541) (27990) (18541)
Loss per share . ‘ 16 (0.00024) (0.00016) (0.00024)

(0.00016)

Notes on pages 120 to 123 form part of these accounts.
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THE GROUP.

Balance at 1 April 2001

Transfer from share application monies
Loss for the year

Balance at 31 March 2002
Loss for the year

Balance at 31 March 2003

THE COMPANY

Balance at 1 April 2001

Transfer from share application monies
Loss for the year '

Balance at 31 March 2002

Loss for the year

Balance at 31 March 2003

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 MARCH 2003

. (USD)
Share Retained ~ Share Total
Capital Loss Application °

32640000 (12321) 8694072 41321751
6433390 (6433390) -

‘ - (6220) - (6220)
39073390 (18541) 2260682 41315531
- (9449) - (9449)
39073390 (27990) 2260682 41306082
32640000 (12321) 6433789 39061468
6433390 - ' (6433390) -
-- (6220) -- (6220)
39073390 (18541) 399 39055248
- {9449) - (9449)

39073390 (27990) 399 ° 39045799
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CASH FLOW STATEMENT AT 31 MARCH 2003

Cash flows from operating activities
Net loss for the year

Operating loss before working capital changes
Decrease in accounts receivable

{Decrease) / Increase in staff gratuity provision
Increase in other payables

Net Cash Flow from operating activities A

Cash flows from investihg activities

Proceeds on disposal of property, plant & equipment
Purchase of property, plant & equipment

Increase in creditors for capital expenditurés

Net cash flows from investing activities B

Cash flows from f‘inan‘cing activities

Short term loan from third parties -

Short term loan obtained from / (repaid to) bank
Proceeds from bank overdraft

" Receipts from related vparties

Proceeds from issue of shares

Share application monies

. Net cash flows from financing activities Cc

Net Increase / {decrease) in cash &
cash equivalents (A+B+C)

Cash and cash equivalents at beginning of the year
Cash and cash- equivalents at end of the year

Cash and cash equivalents consists of:
Cash at bank »

Cash in hand

Margin deposits
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. (USD)
The Group The Company
2003 2002 2003 2002
(9449) (6220) (9449) (6220)
(9449) *(6220) (9449) (6220)
- 11205 . S
(9432) 346 - -
3720735 2005151 1450 1470
3701854 2010482 (7999) (4750)
4049 142 - -
(5618800)  (6323963) - -
1197786 3147916 - -
(4416965)  (3175905) - -
1281781 375353 - -
34643 (58022) - -
28937 - . -
371769 748814 8232 4750
- -6433390 - 6433390
- (6433390) - (6433390)
717130 1066145 8232 4750
2019 (99278) 233 -
26398 125676 49 49
28417 26398 282 49
18106 16204 282 49
2137 2020 - -
" 8174 8174 - -
28417 26398 282 49




NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2003

1.

INCORPORATION

SPIC FERTILIZERS AND CHEMICALS LIMITED is a Category 1 Global Business Licence Company incorporated on 30 June 1998 under
the Companies Act, 2001 and governed by the Financial Services Development Act, 2001.

NATURE OF ACTIVITIES
The main object of the Company is to carry on business of investment in shares, bonds and other securities.

ACCOUNTING POLICIES
The principal accounting policies adopted by the Company are as foliows:

Reporting currency
The financial statements are presented in United States of America Dollars.

Basis of accounting
The accounts are prepared under the historical cost convention.

Basis of consolidation
The consolidated financial statements incorporate the financial statements of SPIC FERTILIZERS AND CHEMICALS LIMITED and its
subsidiary at' 31 March 2003. .

The consolidated balance sheet includes all assets and liabilities of the subsidiary. The balance sheet of the subsidiary was converted
into USD at the rate of exchange prevailing at the Balance Sheet date.

3

income and expenditure recognition
Income and expenditure are accounted for on an accrual basis.

(e) Investments »
Investments have been valued at cost and are converted into US dollars at the rate of exchange ruling at the date of purchase. The
carrying value is maintained unless the directors are of opinion that there has been a permanent diminution in value of investments.
()  Property, plant and equipment
All property, plant and equipment are initially recorded at cost. Depreciation is calculated on straight fine basis to write off the cost
of each asset over their expected useful fives. '
The principal annual rate used is as follows:-
Furniture, fixtures and office equipment 25 per cent
Vehicles 25 per cent
Capital work in progress represents the cost of factory buildings under construction and the fertilizer complex under installation. The

costs would be transferred to the relevant assets once completed and depreciation would be provided from the date the relevant assets
are put to use. )

(g} Foreign Currency Translation

Transactions in foreign currencies are translated into US dollars at the rate of exchange ruling on the date of the transaction. Assets
and liabilities expressed in foreign currencies are translated into US dollars at the rate of exchange ruling at the balance sheet date.
Resulting profit or loss is taken to the profit and loss account.

The accounts of the subsidiary were translated from UAE Dirhams to US dollars for consolidation purposes at the fixed rate between
the twa currencies. ‘ :
(h) Borrowing costs

Borrowing costs are recognised as an expense in the period in which they are incurred except those that are attributable to the
acquisition and construction of an asset that necessarily takes a substantial period to get ready for its intended use (*qualifying asset’).
Such borrowing costs are capitalised as part of the related qualifying asset upto the date the qualifying asset is ready for use.
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4, PROPERTY, PLANT AND EQUIPMENT Furniture,
. . fixtures and
*Capital work office

Motor
] in progress equipment vehicles Total
THE GROUP '
Cost ' :
At 1 April 2002 ' ' o 106636691 218765 20866 106876322
Additions , 5619599 286 e 5619885
Disposal ' - (14911) -- (14911) .
At 31 March 2003 - 112256290 204140 20866 112481296
Depreciation _
At 1 April 2002 - 213067 20866 233933
Charge for the period . - 4192 - . 4192
On disposal -- (13969) -- (13969)
At 31 March 2003 ‘ ‘ - 203290 20866 224156
Net book value
At 31 March 2003 . 112256290 850 - 112257140
At 31 March 2002 106636691 5698 -~ 106642389
*includes interest'of USD 3789450 (2001 : USD 3786975) capitalised during the year.
(USD)
. THE ‘GROUP THE COMPANY
5. INVESTMENTS (UNQUOTED) : 2003 2002 2003 - 2002
INVESTMENTS - Cost _ ) - ~
At 1 April 2002 and at 31 March 2003 : - - 272480 272480
SHARE APPLICATION .
At 1 April 2002 and at 31 March 2003 R -- 38801260 38801260
6. TRADE AND OTHER RECEIVABLES ‘
Advances and deposits 1772 11772 - -
7. CASH AND CASH EQUIVALENTS .
Cash in hand - 18106 2020 -- --
Cash at bank - current accounts - _ 2137 .. 16204 282 49
Margin deposits . . 8174 8174 - --
- 28417 26398 282 49
8. TRADE AND OTHER PAYABLES
Accruals and others . 4850279 3136976 8566 7118
Project creditors ' | 21956858 20759072 ' - -
Retention money .. 881477 861477 - -
Payables to ex-promoters* . _ 28315319 26307887 -~ -~
55983933 51065412 8566 7116
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The amount payable to an ex promoter is secured against property, plant and equipment and a promissory note exécuted by the subsidiary
company, and was payable on 30 September 2000. Since the amount was not paid on that date, a legal case was filed by M/s MCN Energy
Enterprises Inc., USA against the subsidiary company in Dubai Court. The Dubai Court of First instance has directed the subsidiary company
to pay USD 22295679 and interest 9 per cent p.a. from the date of filing the faw suit tilf the final settlement. The entire liability up to 31
March 2003 has been fully provided. The subsidiary company has appealed to the Dubai Court of Appeals against that judgement and the
case is pending as at 31 March 2003.

(USD)

THE GROUP THE COMPANY

© 2003 2002 2003 2002

BORROWINGS

Short term loan* 3072492 3037849 19657
Short term loan from third party** 2557894 - 2276113 -
Overdrafts* 28937 -- --

5659323 - 5313962

These represent bank facilities secured against corporate guarantee provided by a related party.
This represents an interest free short term loan from a third party with no fixed repayment schedule.

10. RELATED PARTIES

The subsidiary company has entered into transactions with companies that fall within the definition of a related party as contained in
International Accounting Standard 24. The directors consider such transactions to be in the normal course of business and at terms which
correspond to those on normal arm's length transactions with third parties.

Related parties comprise the shareholder, which is the parent company, joint venturers of the parent company and fellow subsidiaries of the
joint venturers of the parent company.

At the balance sheet date, balances with related parties were as follows:

(USD)
THE GROUP ~ THE COMPANY
2003 2002 2003 2002
Included in Project Creditors .
- Due to joint venturer of the parent company 1532662 1128454 -- --
- Due to fellow subsidiaries of a joint venturer
of the parent company 17292900 16336817 -- -

18825562 17465271 -- -

Amounts due to related parties

- Due to joint venturer of the parent company 7384597 7012828 - B
- Due to fellow subsidiaries of a joint venturer

of the parent company 1960992 1960992 -- --

' 9345589 8973820 - -

The nature of significant related party transactions, and the amounts involved are USD 1682789 (year ended 31
March 2002 : USD 1449348) ‘ .

~The Subsidiary company receives funds from related parties as and when required as working capital. facilities at
agreed rates of interest.
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1.

12.

13.

14,

15,

(USD)

THE GROUP THE COMPANY

SHARE CAPITAL 2003 2002 2003 2002
Authorised T T T T
Ordinary shares of USD 1 each 64000000 64000000 64000000 64000000
Issued o | '

Ordinary shares of USD 1 each 39073390 39073390 39073380 39073390
Provisions _ .

Staff end-of-service gratuity . 2402 11834 -- -

The provision is made for end of service gratuity payable to the staff at the balance sheet date in accordance to
labour faws.

OPERATING LOSS

Operating loss is arrived at after charging:

Licence fee 1500 1500 1500 1500
Registered Office 750 500 500 500
Administration fee 250 . - - R
Bank charges _ 79 -- - -
Directors’ fees . 750 1000 - 1000 1000
Audit and accountancy fees 6120 3220 3220 3220
TAX

{(a) Parent company

The Company has been established as a *Qualified Corporation” under the Financial Services Development Act, 2001 and has opted
for a zero rate of taxation for the year ended 31 March 2003.

(b) Subsidiary company

The subsidiary company has not made any provision for tax as at 31 March 2003, as no business operation was undertaken.

(USD)
LOSS PER SHARE ' 2003 2002
Loss per share is based on : ‘
THE GROUP ‘ _
Loss attributable to Ashareholders , " {9449) (6220)
THE COMPANY o
Loss for the year after taxation (9449) - (6220)
Number of shares issued 39073390 39073390

COMPARATIVE FIGURES

Previous year's figures have been regroupedfreclassified wherever necessary so as to conform with the presentation adopted in the current
year. '
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AUDITORS’ REPORT TO THE SHAREHOLDER OF
SPIC FERTILIZERS AND CHEMICALS FZE

We have audited the accompanying financial statements of

SPIC FERTILIZERS AND CHEMICALS FZE for the year ended,

31 March 2003 set out on pages 128 to 133.

Respective responsibilities of the management and the auditors

These financial statements are the responsibility of the
establishment's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

Basis of opinion

We conducted our audit in accordance with International Standards
on Auditing. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides &
reasonable basis for our opinion.

Opinion

In-our opinion, the financial statements give a true and fair view of
the financial position of SPIC FERTILIZERS AND CHEMICALS FZE
as of 31 March 2003 and its cash flows for the year then ended in
accordance with International Accounting Standards.
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Other matters

As required by the Implementing Regulation No.1/92 issued by the
Jebel Ali Free Zone Authority pursuant to/Law No.9 of 1892, we
further confirm that we have obtained all the information and
explanations necessary for our audit, proper bocks of account and
other records have been maintained in accordance with the said
regulation.

Emphasis of Mattef

Without qualifying our opinion, we draw attention to Note 1(b) which
states that the project is in its implementation stage and the Director
estimates that the plant would be commissioned by the second
quarter of 2005. Hence, the continuation of the establishment as a
going concern and realisation of a major portion of the assets is
dependent upon the establishment’s ability to meet its future financing
requirements and the success of future operations. Also, without
qualifying our opinion, we draw attention to Note (8) which states that
the establishment has filed an appeal against judgements given by
the Dubai Court of First Instance in the legal cases filed against the
establishment by M/s. MCN Energy Enterprises Inc. USA and M/s.
Essa Engineering & Marine Services LLC, Ajman

PANNELL KERR FORSTER

Place : Dubai
United Arab Emirates
Date

: 30 April 2003




BALANCE SHEET AS AT 31 MARCH 2003

NON-CURRENT ASSETS
Property, plant and equipmierjt
CURRENT ASSETS
Receivables

Cash and cash equivalents
Other current financial assets

CURRENT LIABILITES

Bank borrowings

Project creditors and other payables
Amounts due to \related parties

NET CURRENT LIABILITIES
NON-CURRENT LIABILITY
Staff end-of-service gratuity

SHAREHOLDERS' FUNDS
Share capital
Advance against additional capital

2003

411983702

43199
73257
30000

146456

(11382243)
(214744926)
(34298311)
(260425480)
(260279024)

10 (8814)
151695864

" : 1000000
12 150695864

151695864

The accompanying notes form an integral part of these financial statements.

The report of the auditor is set forth on page 127

(in AED)
2002

391377567

43199
66701
30000

© 139900

(11106975)
(195737281)
(32933918)

(239778174)
(239638274)

(43429)
151695864

1000000
150695864

151695864

We confirm that we are responsible for these financial statements, mcludmg selecting the accounting policies and making the Judgements underlying

them. We confirm that we have made available all relevant accounting records and information for their compilation.

Approved by the director on 30 April 2003.
For SPIC FERTILIZERS AND CHEMICALS FZE

S. CHANDRAMOHAN
Director
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2003

Notes 2003
Cash flows from operating activities :
Increase in other receivables -
(Decrease) / Increase in staff gratuity provision - (34615)
Increase in other'payables - 13649776
Net cash from operating activities (A) o 13615161
Cash flow from investing activities
Proceeds on disposal. of property, plant and equipment 14862
Purchase of property, piant and equipment . {20620997)
Increase in creditors for capital expenses 4395873
Net cash used in investing activities (B) (16210262) -
Cash flows from ﬁna'ncing activities
Short term loan from third party v 961996
Short-term loan obtained from / (repaid to) bank 169068
Proceeds from bank overdraft : ‘ 106200
Receipts from related parties 1364393
Net cash from ‘fi‘nancing activities (C) ' _ “2601657"
Net increase / (decrease) in cash and ’ 6556

cash equivalents (A + B + C) .

Cahs and cash equivalents at beginning of year : _ -66701
Cash and cash equivalents at end of year . 5 o 73257

The accompanying notes form an integral part of these Financial Statements.
The report of the auditor is set forth on page 127. -
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(in AED)
2002

(808)

. 1269 .

7395440

7395901

520
(23208941)
11552851

(11655570)

.- 1377547

(212941

2730716

- 3895322

(364347)

431048
66701




NOTES TO THE FINANCIAL STATEMENTS FOR THE
YEAR ENDED 31 MARCH 2003

1. LEGAL STATUS AND BUSINESS ACTIVITY

a.

SPIC FERTILIZERS AND CHEMICALS FZE was
incorporated on 31 May 1997 in the Jebel Ali Free Zone
pursuant to Law No.9 of 1992 of H.H. Shaikh Maktoum Bin
Rashid Al Maktoum, The Ruler of Dubai, United Arab
Emirates.

The establishment is beneficially owned by Southern
Petrochemicals Industries Corporation Limited, India and
Emirates Trading Agency LLC, Dubai who are the joint
venturers in the project. A detailed joint venture agreement
has: been entered into between the joint venturers on 30
March 2000, whereby they have agreed to hold 85 per cent
and 15 per cent shares respectively in the parent company
SPIC Fertilizers and Chemicals Limited, Mauritius.

The esta_blishment is in the process of developing a facility
to manufacture ammonia / urea fertilisers in the Jebel Ali
Free Zone. A plot of 240000 sg. mtrs. has been leased from
the Free Zone Authority for fifteen years with renewable

~option for a similar period.

The plant, after necessary modifications and refurbishment,

will have the following production capacities using natural -

gas as the feedstock:

Ammonia 685 MTPD
Urea 1200 MTPD

While ammonia (intermediary product) would be consumed
in the manufacturing process the end product, urea, will be
marketed in the Indian sub-continent at competitive prices
through a buy back arrangement with Southern
Petrochemical Industries Corporation Limited, India. The
estimated project cost is around USD 190 miflion.

After securing a letter of commitment from the Dubai Supply
Authority for the supply of Natural Gas to the project, the
Company is in the process of entering into a detailed Gas

_ Sales and Purchase Agreement (GSPA) with the

Government of Dubai, in order to initiate action for
syndication of the loan. A lead bank from UK has given the

. In-principle acceptance to syndicate the loan for the project.

The Director now estimates that the mechanical completion
would be by the beginning of 2005 and the plant would be
commissioned by the second quarter of 2005.

2. SIGNIFICANT ACCOUNTING POLICIES

The financial statements are prepared under the historical cost
convention and in accordance with International Accounting
Standards adopted by the International Accounting Standards
Board (IASB), interpretations issued by the International
Financial Reporting Interpretations Committee of the IASB and
the Jebel Ali Free Zone Regulations. The significant accounting
policies adopted are as follows:

a.

Depreciation of property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation, The cost is depreciated using
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the straight line method over their estimated useful lives as
follows:

Furniture, fixtures and office equipment 4 Years

Motor vehicles 4 Years

Capital work-in-progress represents the cost of factory
buildings under construction and the fertiliser complex
under installation. The costs would be transferred to the
relevant assets once complete and depreciation would be
provided from the date the relevant assets are put to use.

Staff end-of-service gratuity

Provision is made for end-of-service gratuity payable to the
staff at the balance sheet date in accordance with the local
labour laws.

Borrowing costs

Borrowing costs are recogﬁised as an expense in the
period .in which they are incurred except those that are
attributable to the acquisition and construction of an asset

that necessarily takes a substantial period to get ready for

its intended use (“qualifying assef’). Such borrowing costs

" are capitalised as part of the related qualifying asset upto

the date the qualifying asset is ready for use.

Foreign currency transactions

Transactions in foreign currencies are translated into UAE
Dirhams at the rate of exchange ruling on the date of the
transactions.

Monetary assets and liabitities expressed in foreign
currencies are translated into UAE Dirhams at the rate of
exchange ruling at the balance sheet date.

Gains or losses resulting from foreign currency transactions
relating to the acquisition of property, plant and equipment
are adjusted towards the cost of acquisition of the relevant
assets,

Cash and cash equivaients

Cash and cash equivalents comprise of cash on hand and
bank current accounts. :

Financial instruments

Financial instruments of the establishment comprise
receivables, cash and cash equivalents, other current
financial assets, bank borrowings, project creditors and
other payables and related party balances.

Financial assets that do not have an active market and
whose fair value cannot be estimated reliably, are
measured at amortised cost less any write-down for
impairment if they have a fixed maturity date, and at cost
less any write-down for improvement if there is no fixed
maturity date.

Financial liabilities with no fixed maturity date are measured
at cost and at amortised cost if they have a fixed maturity
date.

Changes in values of such financial assets and financial
liabilities are recognized in the income statement.




PROPERTY, PLANT AND EQUIPMENT

Cost

As at 31-3-2002
Additions
Disposals

As at 31-3-2003

Accumulated Depreciation

~ As at 31-3-2002

Depreciation for the year
Adjustment relating to disposals
As at 31-3-2003

Net book value
As at 31-3-2003
As at 31-3-2002

*Includes interest of AED 13907263 (Frevious year AED 13898197) capitalised during the year.

RECEIVABLES
Advances
Deposits

CASH AND CASH EQUIVALENTS
Cash on hand
Bank balances in current accounts

~ OTHER CURRENT FINANCIAL ASSETS
‘Margin deposits »

BANK BORROWINGS

Overdrafts

Short term loan

Bank facilities are secured againét corporate guvarantee from a related party.

PROJECT CREDITORS AND OTHER PAYABLES
Project creditors*

Retentions payables*

Short term loan from third party**

Accruals

Payable to an ex-promoter**
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‘ (in AED)
*Capital Furniture, Motor Total
work in fixtures vehicles
progress  and office
equipment
391356657 802867 76580 392236104
20623930 1050 - 20624980
. (54724) - (54724)
411980587 749193 76580 412806360
-- 781957 76580 858537
-- 15386 - 15386
-- (51265) -- (51265)
- - 746078 76580 822658
411980587 3115 -- 411983702
391356657 20910 -- 381377567
2003 2002
16044 16044
27155 27155
43199 43199
7843 7412
65414 59289
73257 66701
30000 30000
106200 -
11276043 11106975
11382243 11106975
80581669 76185795
3161619 3161619
9315330 8353334
17769089 11486585
103917219 96549948
214744926 . 195737281

e




Note:

w*

*k

10.

Included in project creditors and retention payable is an amount payable to M/s. Essa Engineering & Marine
Services LLC, Ajman. A legal case was filed by M/s. Essa Engineering & Marine Services LLC, Ajman, against the
establishment in Dubai Courts under case No.801/2002. The Dubai Court of First Instance has directed the
establishment to pay an amount of USD 471964. The entire liability upto 31 March 2003 has been fully provided.
The establishment has now filed an appeal against the above judgement in the Dubai Court of Appeals and the
appeal case is pending as of 31 March 2003. ’

This represents an interest-free short term loan obtained from a third barty without any fixed repayment schedule.

The amount payable to an ex-promoter is secured against property, plant and equipment and a promissory note '

executed by the Company, and was payable on 30 September 2000. Since this amount was not paid on 30
September 2000, a legal case was filed by M/s. MCN Energy Enterprises Inc., USA, against the establishment in
Dubai Courts under Case No0.664/2000. The Dubai Court of First Instance has directed the establishment to pay -
an amount of USD 22295679 and interest of 9 per cent p.a. from the date of filing the law suit till the final settlement.-
The entire liability up to 31 March 2003 has been fully provided. The establishment has now filed an appeal against
the above judgement in the Dubai Court of Appeals and the appeal case is pending as of 31 March 2003.

RELATED PARTIES

The establishment enters into transactions with companies that fall within the definition of a related party as
contained in International Accounting Standard 24. The director considers such transactions to be in normal course
of business and at terms which correspond to those on normal arm's length transactions with third parties.

Related parties comprise the shareholder, which is the parent company, joint venturers of the parent company and
fellow subsidiaries of the joint venturers of the parent company.

At the balance sheet date balances with related parties were as follows:

(in AED)
2003 2002

Included in project creditors T -
Due to joint venturer of the parent company 5624870 4141427
Due to fellow subsidiaries of a joint venturer of the parent company 63464944 59956118
' ' 69089814 64097545
Disclosed as amounts due to related parties

Due to joint venturer of the parent' company ' 27101471 25737078
Due to fellow subsidiaries of a joint venturer of the parent company 7196840 7196840 .

‘ 34298311 . 32933918

The nature of signifiéant related party transaction is interest and the amount involved is AED 6175835 (Previous
Year AED 5319107). C

The establishment receives funds from related parties as and when required as working capital facilities at agreed
rate.of interest. : .

STAFF END-OF-SERVICE GRATUITY

Opening balance - 43429 42159
Add : Provision during the year ‘ -- ' 4755
Less : Paid during the year (34615) . (3486)
Closing balance 8814 43429

In the opinion of the management, no significant difference would have arisen had the provision for employees’ 4
end-of-service gratuity been calculated on an actuarial basis.
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11.

+12.

13.

14.

15.

16.

17.

18.

(in AED) .
SHARE CAPITAL : : 2003 2002

Authorised, Issued and paid up:

1 share of AED 1 million each ' 1000000 1000000

ADVANCE AGAINST ADDITIONAL CAPITAL

This represents the advance share capital of the establishment contributed by the parent company and a joint
venturer of the parent company up to the year end.

NUMBER OF EMPLOYEES

The number of employees at the end of the year was 4 (previous Year 3).

FINANCIAL INSTRUMENTS: CREDIT, INTEREST RATE AND EXCHANGE RATE RISK EXPOSURES

Credit Risk ‘ ’ . .

Financial assets which potentially expose the establishment to concentrations of credit risk comprise principally bank
current accounts. '

The establishment's bank current accounts are placed with high credit quality financial institutions.

Interest Rate Risk . '

Funding by related parties is at agreed rates of interest. interest on the short term loan from a bank is at a floating
rate of interest linked to LIBOR. :

Exchange Rate Risk

There are no significant exchange rate risks as substantially all financial assets and financial liabilities are
denominated in UAE Dirhams or US Dollars to which the Dirham is fixed except for an amount of AED 2012270
included in project creditors which is denominated in UK Sterling Pounds (previous year AED 2012270 denominated
in UK Sterling Pounds). ‘ .
FINANCIAL INSTRUMENTS : FAIR VALUES

The fair value of a financial instrument is the amount for which an asset could be exchanged, or a liability settled,
between knowledgeable, willing parties in an arm’s length transaction. The fair values of the financial assets and
financial liabilities which are required to be carried at cost or at amortised cost approximate to their carrying values.
CONTINGENT LIABILITIES

Bankers' letters of guarantee - i 30000 30000

CAPITAL COMMITMENTS
Contracted but not provided for (net of advances) 205757365 206043575

COMPARATIVE FIGURES

Previous year's figures have been regrouped / reclassified wherever necessary to conform to the presentation
adopted in the current year. .

For SPIC FERTILIZERS AND CHEMICALS FZE

S CHANDRAMOHAN
Director
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DIRECTORS’ REPORT

Your Directors have pleasdre in presenting the 42" Annual Report
together with the Audited Accounts of the Company for the Financial
Year ended 31 March 2003.

FINANCIAL RESULTS
(Rupees in lakhs)

Year ended
31 March 2002

Year ended
3 March 2003

Sales and other income 1220.66 939.53
Cost of sales 1174.31 899.46
Operating Profit 46.35 40.07
Interest ©(5.87) (5.03)
Cash Profit 52.22 45.10
Depreciation 6.95 9.46
Profit befare tax 45.27 35.64
Provision for tax 17.50 2.80
Deferred tax provision for the year (0.50) 10.50
Deferred tax credit - 35
Profit after tax 28.27 2585
Share Capital 126.87 126.87
Reserves® 160.55 146.59
Net Worth* 287.42 273.48

* Excluding revaluation reserves

PERFORMANCE HIGHLIGHTS

The Company achieved a total preduction of 1601 MT as against
1461 MT last year, whereas the sales achieved was 1605 MT as
against 1458 MT last year. The above production and sales for the
year has been thus far the highest achieved by your Company.

Against this back drop your Company registered a growth of
10 per centin its sales. The Company's net turnover for the first time
since its inception has crossed the Rs.10 crore mark.

As will be seen from the financial results for the year, the Company
registered a growth of 23.43 per cent in its total revenue eamings and
profit after tax increased by 9.40 per cent.

Your Company has adopted 2 strategy to continuously drive the
top-line growth through continual improvements in all areas of
operation,

DIVIDEND

The Directors recommend a dividend of 10 per cent for the year
(previous year 10 per cent). If approved by the Shareholders at the
AGM, the dividend will absorb Rs.12.69 lakhs. The Dividend
Distribution Tax borne by the Company amounts to Rs.1.63 lakhs.

ISO 9001 - 2000 ACCREDITATION

During the year, the Company received the ISO 9001 - 2000
accreditation through M/s.Det Norske Veritas (DNV),
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FUTURE OUTLOOK AND PROSPECTS

Despite the Company making steady progress, the business
environment continues to be challenging. The Government of India,
in its Finance Bill 2003 - 2004 has reduced the basic customs duty
level on PF resins from the peak 30 per cent level to 25 per cent
giving a threat from imports. The segment in which the Company
operates has become highly susceptible to frequent changes in the
prices of rawmaterial and finished goods. Keeping in mind the
challenging environment, the Company is closely monitoring the
market situation and shall ensure adequate internal preparedness to
take maximum advantage of the opportunities. Its customer
relationships gives the Company a sustainable long term competitive
advantage and with the growth expected in the automotive industry,
the future looks to be bright.

COST AUDIT

The Board had appointed Thiru K Muralidharan, Cost Accountant,
Chennai, for the purpose of conducting the Cost Audit of the
Company U/s 233 (B) of the Companies Act, 1956, for the year
2002 - 2003. The Cost Auditor's report shall be forwarded to the
Central Government as required under law.

AUDITORS

The Company Auditors M/s.Venkatesh & Co., Chartered Accountants,
Chennai, retire at this Meeting and are eligible for re-appointment.
DIRECTORS ‘

Thiru. M G Thirunavukkarasu, resigned as Director with effect from
29 July 2002.

The Board places on record its appreciation for the invaluable
services rendered by Thiru. M G Thirunavukkarasu during his tenure
as Director of the Company.

Thiru G Ramachandran, who retires by rotation at the ensuing Annual
General Meeting and being eligible, offers himself for re-appointment.

" ENERGY, TECHNOLOGY AND FOREIGN EXCHANGE

In terms of Section 217 (1)(e) of the Companies Act, 1956, read with
the Companies (Disclosure of particulars in the Report of Directors)
Rules, 1988 information regarding conservation of energy, technology
absorption and foreign exchange earnings and outgo is set out in the
Annexure, forming part of this report.

FIXED DEPOSITS

The Company has not accepted any deposits from the public and as
such no amount of principal or interest was outstanding on the date
of the Balance Sheet.

PERSONNEL
As there is no employee coming under the purview of Section 217(2A)

-of the Companies Act, 1956 read with the Companies (Particulars of

Employee)Rules, 1975, no statement as required by Section 217(2A)
is enclosed.

DIRECTORS’ RESPONSIBILITY STATEMENT

Pursuant to the requirement under Section 217(2AA} of the
Companies Act, 1956, with respect to Directors’ Responsibility
Statement, it is hereby confirmed : :




IND-ITAL

a. that in the preparation of the annual accounts for the financial
year ended 31 March 2003, the applicable accounting standards

had been followed alongwith proper expianation relating to

material departures;

b. that the Directors had selected such accounting policies and
applied them consistently and made judgements and estimates
that were reasonable and prudent so as to give a true and fair
view of the state of affairs of the Company at the end of the
financial year and of the profit or loss of the Company for the
year under review,

¢. that the Directors had taken proper andlsufﬁcient care for the
maintenance of adequate accounting records in accordance with
the provisions of the Companies Act, 1956 for safeguarding the
assets of the Company and for preventing and detectmg fraud
“and other irregulerities; :

d. that the Directors had prepared the accounts for the financial
year ended 31 March 2003 on a ‘going concemn’ basis,

COMPLIANCE CERTIFICATE

in terms of Section 383(A)(1) of thé Companies Act, 1956, the
Certificate issued by a Company Secretary in Whole-time -Practice,

certifying that the Company has complied with all the provisions of the

Companies Act, 1956, is annexed to this Report as Annexure - B.
ACKNOWLEDGEMENT '

Your Directors wish to place on record their appreciation of all the
employees of the Company for its success. Your Directors also
acknowledge with gratitude the co-operation and assistance given by
“the Government of Tamilnadu, Government of India, the Promoters,
Suppliers, Customers and Banks during the year under review and
are confident that your Company will continue to receive such support
in.the years ahead.

By Authority of the Board

D ARUNACHALAM

K K RAJAGOPALAN
Directors

Piace : Chennai .
Date : 19 May 2003

ANNEXURE TO THE DIRECTORS’' REPORT

Particulars required under the pdmpanies (Disclosures of Particulars
in the Report of Board of Directors), Rules, 1988 for the year ended
31 March 2003.

A. CONSERVATION OF ENERGY

The Company is not a power intensive unit. The .Company
continues its endeavour to improve energy conservation and
utilisation. The total energy consumption and energy
consumption per unit of production-is given below :

CHEMICALS LIMITED

FORM A -

. (See-Rule 2)
2002-2003 2001-2002
A POWER AND FUEL CONSUMPTION
. Electricity :
a. Purchased
Units 628490 613462
Total Amount (Rs.) 3258054 2930835
' Rate per unit (Rs.) 518 478
b Own Generation
' iy Through Diésel ‘
Generator (Units) 23680 18180
Unit per litre of '
diesel oil 3.25 3.80
i)y Cost per unit (Rs.) 5.95 575
2. Coal . NA T NA
3. Furnace Oil ‘ ‘ '
Quantity- (litre) . 145849 147593
Total Cost (Rs.) 1608815 1272645
Average rate per fitre (Rs.) 11.03 8.62
B . CONSUMPTION PER KG OF PRODUCTION
1. Electricity {Units)
~ Synthetic Resins 0.41 - 043
"2 Fumace Oit (ltrs)
Synthetic Resins 0.09 0.10
FORM B
(See Rule 2)

B. TECHNOLOGY ABSORPTION
I. - Research and Development (R & D)
1. The:R & D activities were concentrated towards
- development of special grades of phenclic resins and new
products and upgradation of cost effective recipes in the
existing_ range without affecting the end properties.

- 2. Benefits
Improvement in product guality and process.

.+ Developed a new range of polyester for use in Rigid
Polyurethane Foam application.

I vTechnoIogy Absorption, Adaptation and Innovation

_ Improvement in process.
C. FOREIGN EXCHANGE EARNINGS AND OUTGO

1. Export : Possibilities of export are being explored.

2. Foreign Exchange Eamings:
Export sales : -
Commission : -

. Foreign Exchange Outgo:

Travel : -
Royalty : -

By Authority of the Board

D ARUNACHALAM
K K RAJAGOPALAN
Directors

Place : Chennai
Date : 19 May 2003



ANNEXURE - B
COMPLIANCE CERTIFICATE -

| have examined the registers, records, books and papers of IND-ITAL
CHEMICALS LIMITED (the Company ) as required to be maintained
under the Companies Act, 1956, (the Act) and the rules made
thereunder and also the provisions contained in the Memorandum and
Articles of Association of the Company for the financial year ended
31 March 2003. In my opinion and to the best of my information and
according to the examinations carried out by me and explanations
furnished to me by the Company, its officers and agents, | cemfy that
in respect of the aforesaid financial year.

1

10

"

12

The Company has kept and maintained registers as stated in
Annexure ‘A’ to this certificate as per the provisions and the
rules made thereunder and all entries have been duly recorded

The Company has duly filed the forms and returns as stated in

Annexure ‘B' to this Certificate, with the Registrar of

Companies, Regional Director, Central Government, Company
Law Board or other authorities within the time prescribed under

the Act and the rules made thereunder orotherwise with

additional fees for late filing of forms/returns under the Act and
the rules made thereunder.

The Company being a public limited company, this clause is not
applicable to it. ’

The Board of Directors duly met 5 times on 10.06.2002.
06.07.2002, 29.07.2002, 30.12.2002 & 31.03.2003 in respect of
which meetings, proper notices were given and the
proceedings were properly recorded and signed including the
circutar resolutions passed, in the minutes book maintained for
the purpose.

The Company has closed its Register of Members, during the
year on 29.07.2002.

The Annual General Meeting for the year ended on
31 March 2002 was held on 29 July 2002 after giving due notice
to the Members of the Company and the resolutions passed
thereat were duly recorded in the minutes book maintained for
the purpose.

No Extraordinary General Meetmg was held during the
Financial Year.

The Company has not advanced any loans to its Directors
referred to in Section 295 of the Act

The Company has duly complied with the provisions of
Section 297 of the Act.

The Company has made necessary entries in the Register
maintained U/s.301 of the Act.

As there were no instances falling within the purview of Section
314 of the Act, the Company- has not obtained any approvals
from Board of Directors, Members or Central Government as
the case may be.

The Company has not issued any duplicate share certlﬂcate
during the Financial Year.
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14

17

18

19

20

21

22

23

The Company has :

i) delivered all the certificates on allotment of securities and
on lodgment thereof for transfer/transmission or any other
purpose in accordance with the provisions of the Act.

i) deposited dividend amount in a separate bank account on
-02.08.2002 which is within 5 days from the date of
declarationof such dividend.

i) paid/posted warrants for dividends to all the members
within a period of 30 days from the date of declaration and
“there were no unclaimed/unpaid dividend.

iv)  no instances to transfer the amounts in unpa|d dividend
account, application money due for refund matured
deposits, matured debentures and the interest accrued
thereon which have remained unclaimed or unpaid for a
period of seven years to Investor Education and
Protection Fund. ’

v)  duly complied with the requ;rements of Section 217 of the
T Act S

The Board of Directors of the Company is duly constituted and
the -appointment of Directors, Additional Directors, Alternate
Directors and Directors to filt casual vacancies have been duly
made. o

“The Provisions of Sectian 269 of the Act read with Schedule X1l
- to the Act is not applicable to the Company as no managerial

remuneration was given to.the Directors -during the Financial
Year.

. The Company has not appomted any sole- sellmg agents during

the Financial Year.

The Company obtained necessary approvals from the Central
Government as detailed below

GO! letter.52/518/CAB-92 dt.17.7.2002, approval, for
appointment of Mr.K.Muralidharan, Cost Accountant for
Financial Year under Section 2338(5) of Companies Act.

The directors have disclosed their interest in other firms/
companies to the Board of Directers pursuant to the provisions

" of the Act and Rules made there under.

The Company has not issued any shares/debentures/other
securities during the Financial Year.

The Company has not bought back shares during the Financial
Year.

There was no redemption of any preference shares/debentures
during the Financial Year.

There were no transactions necessitating the Company to keep
in abeyance the rights to dividends, rights shares, and bonus
shares pending registration of transfers of shares in compliance
of the Act.

The Company has not inyited/accepted any deposits including
any unsecured loan or advances falling within the purview of the
Section 58A and 58AA read with the Companies (Acceptance




24
25
26
27
28

29

30

31

32

of Deposit) Rules, 1975, The directions issued by the Reserve
Bank of India/ any other authority in respect of deposit are not
applicable to the Company.

There were no transactions so as to comply with the provisions

of Section 293(1)(d) of the Act.

-The Company has not made any loans, advances or given

guarantees or provided securities {o other bodies corporate and
consequently no entries were made in the register kept for the
purpose.

The Company has not altered the provisions of Memorandum
of Association with respect to the situation of the Company's
registered office from one State to another during the year

‘under scrutiny.

-The Company has not altered the provisions of Memorandum
of Association with respect to the objects of the Company

during the year under scrutiny.

The Company has not altered the provisions of Memorandum
of Association with respect to the name of the Company during
the year under scrutiny.

The Company has not altered the brovisions of Memorandum
of Association with respect to share capital of the Company
during the year under scrutiny. '

The Company has altered the Articles of Association after

‘obtaining approval in the General Meeting held on 29 July-2002
- and the amendments were duly registered with the Registrar of

Companies. :

There was no prosecution initiated against the Company for
alleged offences under the Act nor the Company received show
cause notices.

The Company has not received -any money as security from its

~ employees during the year.

33

Place : Chennai
Date

The Company has deposited both employees' and employer's
contribution to Provident Fund with the prescribed authorities
pursuant to section 418 of the Act.

N PALANIANDAVAN

: 19 May 2003 C.P.No.5025
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ANNEXUE - A
REGISTERS MAINTAINED BY THE COMPANY

Register of Members

Register of Directors

Register of Directors' shareholding
Register of Transfers

Minutes _of _Board Meetings
Minutes of Genéral Body Meetings

Register of Charges

ANNEXURE - B
RETURNS FILED BY THE COMPANY

Sch. Vi filed on 26.08.2002
Sch.V filed on. 27.08.2002

Form 32 filed on 27.08.2002
~Form 23 filed on 27.08.2002



AUDITORS’ REPORT TO THE MEMBERS OF IND-ITAL CHEMICALS LIMITED

We have audited the attached Balance Shest of Ind - Ital Chemicals

Limited as at 31 March 2003 and the Profit and Loss Account for
the year ended on that date annexed thereto. These financial
statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in India . Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatements. An audit
includes, examining on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financia!
statement presentation. We believe that our audit provides a
reasonable basis for our opinion. -

1. As required by the Manufacturing and Other Companies
(Auditor's Report) Order 1988 issued by the Company Law
Board in terms of Section 227 (4A) of the Companies Act,
1956, we enclose in the Annexure a statement on the matters
specified in paragraphs 4 and 5 of the said Order.

2. Further to our comments in the Annexure referred to in.

paragraph 1 above, we state that :

a. We have obtained all the information and explanations
which to the best of our knowledge and belief were
necessary for the purpose of our audit.

b.  Inour opinion proper books of account as required by law
have been kept by the Company so far as appears from
our examination of such books. ’

: k

c.  The Balance Sheet and Prdfit and Loss Account referred
to in this report are in agreement with the books of
account. :
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d. In our opinion, the Profit and Loss account and the
Balance Sheet comply with the Accounting Standards
referred to in sub-section (3C) of Section 211 of the
Companies Act, 1956.

e.  On the basis of written representation received from the
directors, and taken on reccrd by the Board of Directors,
we report that none of the directors is disqualified as on
31 March 2003 from being appointed as a director in
terms of clause (g) of sub-section (1) of Section 274 of the
Companies Act 1956.

f. In our opinion and to the best of our information and
according to the explanations given to us, the said
Balance Sheet and the Profit and Loss Account read
together with the schedules, notes and accounting
policies give the information required by the
Companies Act, 1956, in the manner so required and
gives a true and fair view in conformity with the
accounting principles accepted in India:

i. in sofar as it relates to the Balance Sheet, of the
state of affairs of the Company as at 31 March
2003 and

fi= " in so far as it relates to the Profit and Loss Account
of the Profit of the Company for the year ended on

that date.
For VENKATESH & Co.,
Chartered Accountants
Place : Chennai. V. DASARATY
Date : 18 May 2003 Partner



- IND-ITAL

CHEMICALS LIMITED

ANNEXURE TO THE AUDITORS’ REPORT (Refered to in paragraph 1 of our report of even date)

1.

The Company has maintained proper records showing full
particulars. including quantitative details and situation of Fixed
Assets, which is being updated. The Fixed Assets of - the
Company are physically verified by the Management at
reasonable intervals, which in our opinion is reasonable,
considering the nature of assets and size of the business.

None of the Fixed Asseis have béen revalued during the year.

The stock of finished goods, spare parts and raw materials have
been physically verified during the year by the Management. In
our opinion, the frequency of verification is reasonable.

The procedure of physical verification of stocks followed by the
Management are reasonable and adequate in relation.to the

_ size of the Company and the nature of its business.

The discrepancies noticed on verification between the physical
stocks and book records were not material.

On the basis of our examination of stock records, we are of the
opinion that the valuation is fair and proper and in- accordance
with the normally accepted accounting principles and is on the
same basis as in earlier years.

The Company has not taken/granted any loans, secured or
unsecured, from/to any Companies, Firms, or other parties
listed in the Register maintained under Section 301 of the
Companies Act, 1956, or from Companies under the same
Management as. defined under Section 370 (1B) of the
Companies Act, 1956.

fn respect of loans and advances in the nature of loan given by
the Company, the parties have paid interest where applicable
and repaid the principal amounts according to the stipulations.

In our opinion and according to the information and
explanations given to us there are adequate internal control
procedures commensurate with the size of the Company and
the nature of its business with regard to purchases of stores,
raw materials including components, plant and machinery,
equipment and other assets and with regard to the sale of
goods. '

According to the information and explanations given to us, there
were no transactions of purchase of goods and materials made
in pursuance of contracts or arrangements entered in the
register maintained under Section 301 of the Companies Act,
1956, and aggregating Rs.50000 or more during-the year in
respect of each party. In respect of sale of goods, payment for
services to parties listed in the register maintained under
Section 301 of the Companies Act, 1956, the transactions were
at market prices.
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1.

12.
13.

14,

15,

17.

18.

19.

Place
Date

As explained to us, the Company has a regular procedure for
determination of unserviceable or damaged stores, raw
materials and finished goods. Adequate provision has been
made in the accounts for the loss arising on the items so
determined.

The Company has not accepted any deposits from the public.

The Company does not generate any by-product or scrap. The
waste materials are disposed off as and when collected.

In our opinion, the Company has an adequate internal audit
system commensurate with the size and nature of its business.

We have broadly reviewed the books of account maintained
by the Company pursuant to the Order made by the Central
Government for the maintenance of cost records under Section
209 (1)(d) of the Companies Act, 1956 and are of the opinion
that prima facie the prescribed accounts and records have been
made and maintained. by the Company. We have not made a
detailed examination of these records which however, have
been examined by a Cost Auditor appointed by the Board and
approved by the Central Government.

According to the records of the  Company, Provident Fund
and Employees State Insurance dues have been regularly
deposited during the year with the appropriate authorities.

According to the information and explanations given to us no
undisputed amount payable in respect of Sales Tax, Wealth
Tax, Income Tax, Customs Duty and Excise Duty were
cutstanding as at 31 March 2003 for a period of more than six
months from the date they became payable.

Accerding to the information and explanations given to us, no
personal expenses of the employees or directors have been
charged to revenue account, other than those payable under
contractual obligations, orin accordance with generally
accepted business practice.

The Company is not a Sick Industrial Company within the
meaning of clause (0) of sub-section (1) of Section 3 of the Sick
Industrial Companies (Special Provisions) Act, 1985.

For VENKATESH & Co.,
Chartered Accountants

V. DASARATY
Partner

Chennai
19 May 2003




éALANCE SHEET AS AT 31 MARCH 2003
(Amount in Rupees)

Schedule As at As at
31 March 2003 31 March 2002
I. SOURCES OF FUNDS
1. Shareholders’ Funds .
Share capital 1 12687300 12687300
. Reserves and Surplus . 2 34398065 ' 33363560
2. Loan Funds _
(a) Secured Loans : _ ‘ 3 5510104 2149830
(b) Unsecured Loans 4 . -- --
TOTAL : 52595469 - 48200690
.  APPLICATION OF FUNDS
1. Fixed Assets ‘ 5
(a) Gross Block T 63620092 63607291
(b) Depreciation _ 41180352 40140104
(¢) Net Block ' T 22439740 23467187
2. Current Assets, Loans and Advances .
" (a) Inventories 6 . 12221006 o 13590603
(b) Sundry Debtors 7 30256693 ’ 21448141
(c) Cash and Bank Balances 8 398184 236210
(d) Loans and Advances 9 11442874 11683764
54318757 46958718
Less : Current Liabilities and Provisions ,
(a) Liabilities 10 16502603 16147403
(b) Provisions 11 7010501 5377977
Net Current Assets ’

30805653 25433338
3. Deferred Tax Liabiltiy (Net) (Refer Note No.11) '

Deferred Tax Liability 773785 ' 917257
Less : Deferred Tax Asset . - ' 123861 (649924) 217422 (699835)
TOTAL 52595469 48200690

Accounting Policies & Notes on Accounts 18

This is the Balance Sheet referred to in our report of even date

D. Arunachalam For VENKATESH & Co,,

G Ramachandran Chartered Accountants:
K K Rajagopalan
: Directors V. DASARATY
" Place : Chennai : Partner

Date : 19 May 2003
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—- IND-ITAL

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2003

INCOME
Turnover (Gross) 121599223
Less : Excise Duty 16797534
Turnover (Net) 104801689
Increase/(Decrease) in stock 12 1889862
Other Income 13 ‘ 467527
107159078
EXPENDITURE |
Materials Cost 14 74973274
Employee Cost 15 8737003
Other Expenses 16 18812550
Iinterest & Finance Charges 17 (587339)"
Depreciation 1057741
Less : Transferred From Revaluation Reserve 361975 695766
102631254
PROFIT / (LOSS) 4527824
Less : Provision for income Tax
Current ' 1750000
Deferred -49910
PROFIT / (LOSS) FOR THE YEAR AFTER TAX 2827734
Add : Surplus brought forward from previous year 14658709
Add : Deferred Tax Credit pertaining to the ’
period upto 1 April 2001 -
Amount available for Appropriations 17486443
Appropriations:
Proposed Dividend @ 10% 1268730
Tax on Dividend 162524
Balance carried to Balance Sheet 16055189
Basic and diluted earnings per share of 22.29

a face value of Rs.100 each.

Accounting Policies & Notes on Accounts

Schedule Year ended
31 March 2003

18

This is the Profit and Loss Account referred to in our report of even date

Place :
Date

Chennai

. 19 May 2003

D Arunachalam
G Ramachandran
K K Rajagopalan
Directors
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CHEMICALS LIMITED

(Amount in Rupees)
Year ended
31 March 2002

93952997

13502107

80450890
1283157

81734047

55283178
8356704
14087466
(503191)
2490818

1545011 945807

78169964
- 3564083

280000
10560337

2233746
13343191

350502
15927439 .

1268730

14658709
1761

For VENKATESH & Co,,
Chartered Accountants

V. DASARATY
Partner




SCHEDULES TO BALANCE SHEET

SHARE CAPITAL
Authorised .
1,560,000 Equity Shares of Rs.100 Each

Issued
1,34,510 (1,34,510) Equity Shares of 100 Each

Subscribed and Paid-up

1,26,873 (1,26,873) Equity Shares of Rs.100 Each Fully Paid-up
(Of the above, 88,815 shares held by the Holding Company,
M/s. Southern Petrochemical Industries Corporation Limited

and its nominees and the balance of 38,058 shares are

held by its subsidiary.)

RESERVES AND SURPLUS

Revaluation Reserve - Fixed Assets

As at the beginning of the Year

Less : Transfer to profit and loss account

Surplus as per Profit and Loss Account

SECURED LOANS
From Scheduled Banks
Cash Credit ‘Accounts

Cash credit is secured by way of equitable mortgage of fixed
assets, hypothecation of stock of raw materials, stock in process,
finished goods and book debts both present and future and
corporate guarantee of holding Company, M/s. Southern
Petrochemical Industries Corporation Limited.

UNSECURED LOANS
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As at
31 March 2003

15000000

13451000

12687300

18704851

361975

18342876
16055189

34398065

5510104

5510104

(Amount in Rupees)
As at
31 March 2002

15000000

13451000

12687300

20249862
1545011

- 18704851
14658709

33363560

2149830

2148830




SCHEDULE TO BALANCE SHEET

5 FIXED ASSETS - SUMMARY - AS ON 31 MARCH 2003

IND-ITAL

CHEMICALS LIMITED

(Amount in Rupees)

6 INVENTORIES

Packing Materials & Others

Raw Materials
Finished Goods’

Intermediate Stocks

Work in Process
Goods in Transit

7 SUNDRY DEBTORS - (Unsecured)
Considered Good '

Oufstanding for a period exceeding six months

Other Debts

8 CASH AND BANK BALANCES

* Cash on Hand

With Scheduled Banks:
In Current Accounts
In Fixed. Deposit Accounts - Margin Money

B

31 March 2003

414605
1507633
290573
3811821
5293625
902749

12221008

448642
29808051

30256693

14376

6152
377656

398184

145

CosT ¢/ REVALUATION DEPRECIATION NET BLOCK

PARTICULARS As on As on Upto For the year | Adjustments Upto As on As on
o 1 April Additions | Deductions 31 March 1 Aprit 2002-2003 on Sales 31 March | 31 March 31 March

2002 2003 2002 | (Adjustments) 2003 2003 2002
Freehold Land 15750000 15750000 - 115750000 | 15750000
Buildings 7385612 7385612 3822718 226816 4049534 | 3336078 | 3562894
"Road & Compound Wall 1806677 ) 1906677 292418 63683 356101 | 1550576 | 1614259
VPIam and Machinery 35471831 12207 18777 | 35465261 | 33358901 636651 17493 33978059 1487202 | 2112830
Furnitures & Fittings 839961 5111 845072 699827 22456 722283 122789 | 140134
Electrical Installations . 1514296 14260 1528556 1446238 19589 1465827 62729 68058
Vehicles 20456 20456 18232 1230 19462 994 2224
Office Equipments 718458 718458 501770 87316 ) »589086 129372 216688
Total 63607291 31578 18777 | 63620092 | 40140104 1057741 17493 | 41180352 | 22439740 | 23467187
Previous year ' 63552383 54908 .63607291 | 37649286 2490818 40140104 } 23467187 | 25903097
N (Amount in Rupees)
As at As at

31 March 2002

518444
1123138
906377
3350873
3248907
4442863

13590603

3232764
18216377

21448141

17683

5352
213175

236210




SCHEDULES TO BALANCE SHEET

10

11

SHEDULES TO PROFIT AND LOSS ACCOUNT

12 INCREASE/(DECREASE) IN STOCKS:

13

LOANS AND ADVANCES
UnSecured - Considered Good

Advances Recoverable in cash or in kind or for

value to be received
Prepayment of Taxes

Balance with Central Excise Authorities
Deposit with Public Ltd. Companies

Other Deposits
Accrued Interest

CURRENT LIABILITIES
Sundry Creditors for purchases
Other Liabilities

PROVISIONS
For Income Tax
For Dividend
Tax on Dividend

Opening Stock:
Work in Process
Intermediate Stocks
Finished Goods

Closing Stock:
Work in Process
Intermediate Stocks
Finished Goods

OTHER INCOME
Miscellaneous Income

Profit on sale of Fixed Assets
Provision no longer required

As at
31 March 2003

2330846
4216490

493076

4000000
366360
36102

11442874

8993160
7509443

16502603

5579247

1268730
162524

7010501

For the year ended
31 March 2003

3248907
3350873
906377

a 7506157

5293625
3811821
290573

b 9396019
b-a © 1889862

14716
452811

. 467527
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(Amount in Rupees)
As at
31 March 2002

1035193
4319521
384367
5000000
731357
213326

11683764

9575940
6571463

16147403

4109247
1268730

5377977

For the year ended
31 March 2002

3160396
2106466
956138

6223000

3248907
3350873
906377

7506157
1283157




SCHEDULES TO PROFIT AND LOSS ACCOUNT

14

MATERIALS COST
RAW MATERIALS CONSUMED
Opening Stock
Add : Purchases

Less : Closing Stock

15 EMPLOYEES’ REMUNERATION AND BENEFITS

16

Salaries Wages & Bonus

Company’s Contribution to Provident and Other Funds

Welfare Expenses

'OTHER EXPENDITURE
- Power and Fuel
. Stores Consumed

Delivery charges
Repairs and Maintenance :

Buildings

Plant & Machinery

Electrical Installation

Venhicles L
Furniture and Office Equipment
Insurance ' o
Security service charges
Rates and Taxes
Telephone Expenses
Travelling Expenses
Conveyance Expenses

. Discount

Directors’ Sitting Fees
Auditor's Remuneration :
Statutory Audit Fees
Taxation work’
Other Services '

Cost Audit fees

Guarantee Commission - Holding Company
Bank Charges

Bad debts written off

Miscellaneous
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For the year ended
31 March 2003

25000
7500

7000

1123139
75357768

76480907
" 1507633

74973274

6859539
712132
1165332

8737003

5084787
1569172
1767305

1415
883943
155451

173
57450

. 190231
- 728364
301554
226592
20245
33085
1331929

6000

39500
12500
735000
107063

5560791

18812550

IND-ITAL

CHEMICALS LIMITED

(Amount in Rupees)

For the year ended
31 March 2002

50000
15500

937226
55469091

56406317
1123139

" 55283178

6366927
851260
1138517

8356704

4377605
1406234
1340917

7521
641368
131494
177

145758
189734
702727
316061
251554
9876
43581

5000

65500
10000
735000
180729
,543882
3082648

14087466




SCHEDULES TO PROFIT AND LOSS ACCOUNT »
: (Amount in Rupees)

For the Year ended For the year ended
31 March 2002 31 March 2001

17 INTEREST AND FINANCE CHARGES : : )
Interest Paid ) i 47663 564586
Less : Interest Received ~ 635002 ' 1067777

(Tax deducted at source - Rs.102433 o (587339) (503191)
(previous year Rs.207871)) '

(587339) -(503191)

-ACCOUNTING POLICIES AND NOTES ON THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2003

ACCOUNTING POLICIES :
These accounts are prepared on hrstorrcar cost convention, except in the case of certain Fixed Assets that were revalued as staled
‘in Note No. 2 below and on the accrual basis of accounting and in conformlty with the Accounting Standards referred to in sub-section
3 (c) of Section 211 to the Companies Act, 1856.
FIXED ASSETS :
Fixed assets other than revalued assets are stated at cost less depreciation. Revalued assets are stated at cost as adjusted by
revaluation carried out during 1987 88 and 1992-93 based on technical valuation report, less depreciation. The incremental values
on revaluation has been credited to Revaluation Reserve.

3. DEPRECIATION: 4 ‘
Deprecratron is provided on straight line method in the manner and at the rates prescribed under Schedule XIV of the Companies Act,
1956. Assets costing less than Rs.5000 are fully deprecrated Additional depreciation consequent to the enhancement in the values
of fixed assets on the revaluation is adJusted in the Revaluation Reserve account.

4. INVENTORIES : : '
a) Raw Matenals Packing Materials & Others.are. valued at cost, determined on moving weighted average basis.

b)  Work-in-Process, Intermediate Stocks and Finished Goods are valued at cost comprising of labour, material and appropriate
proportion of production overheads. ' .

5. FOREIGN CURRENCY TRANSACTIONS :
Foreign currency transactions (revenue items) are recorded at the rate of exchange prevaiiing as on the date of transaction. The
difference arising on realisation is transferred to Profit and Loss Account.

6. RETIREMENT BENEFITS : o _
Contribution to Provident Fund and Family Pension Fund are charged to Profit & Loss Account. The Company has an arrangement
with Life Insurance Corporation of India to administer the gratuity scheme for all eligible employees of the Company. The Premium
payable to LIC as determined by them is debited to Profit and Loss Account. Provision for leave encashment is considered to the
extent of monetary vaiue of unavailed leave remaining to the credit of the employees as at the date of the balance sheet.

7.  RESEARCH AND DEVELOPMENT :
-Revenue expenditure on Research and Development is charged to Profrt and Loss account. Capital expenditure on Research and
Development is included in fixed assets under the appropriate heads.

8. REVENUE RECOGNITION :
Sales is net of discount and sales tax. The benefit arising out of Advanced Intermediary License is recognized on utilization ot such
licences and insurance claims are recorded on receipt basis.

9.  TAXATION : ‘

" Provision for tax liability for the current year is determined in accordance with the income Tax Act, 1961.

Deferred Taxes are recognized on timing differences arising due to the variation in treatment/computation of certain items, for the
purpose of determining accounting income and taxable income in one period and that are capable of reversal in one or more subsequent

periods.
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1.

12.

13.

14.

T . IND-ITAL

CHEMICALS LIMITED

NOTES ON ACCOUNTS (Rs. in Lacs)
31 March 2003 ° 31 March 2002

CONTINGENT LIABILITIES EXIST IN RESPECT OF :

a) Claims against the Company not acknoWIedged as debts 1.62 ’ 1.62
b) Sales Tax demands under appeal - 10.05 10.05
¢) Guarantees given by Bankers 11.95 11.95

'

DEFERRED TAXES :

a) in compliance with Accounting Standard 22 issued by the Institute of Chartered Accountants of india on ‘Accounting for Taxes
on income’, the Company has recognized the deferred tax asset of Rs.49910 relating to the current year in the accounts.

b)  Components of Deferred Tax asset and liabilities arising on account of timing differences as at 31 March 2003 are:

Asse_ts (Rs.) Liabilities (Rs.)
(i) Depreciation on Fixed Assets - 773785
(i) Bonus provision no longer required, 123860 -
disallowed in earlier years
123860 773785

EARNINGS PER SHARE :

a)  The Net Profit for the year ended 31 March 2003 as adjusted by the change in deferred tax asset/{!iability) for the year amounting
to Rs.2827734 has been used as the numerator in calculating basic and diluted earnings per share;

b)  The company does not have any potential equity shares and hence the denominator used in calculating the basic and diluted .
earnings per share is 126873, being the number of paid-up equity shares.

"Sundry Creditors includes a sum of Rs. 116372 (Rs.94965) due to Small Scale Industrial Undertaking units, to the extent such parties

have been identified from available information and relied upon by the auditors. There are no dues of Rs.1 lakh or more outstanding
for more than 30 days to any of the small scale industrial undertaking units, and the above amount is due to  M/s. Tin Can Industries,
Chennai.

RAW MATERIALS CONSUMED :

Quantity (in MT) Value (in Rs.)
Organic Acids . o 1136.21 17580826
(1081.11) (12527996)
Phenols ' N 1410.79 57250069
(1385.26) (42644752)
Others - ' ‘ 142379
: (110430)
74973274
(55283178)
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15. CAPACITY, PRODUCTION, OPENING & CLOSING STOCK OF GOODS PRODUCED AND TURNOVER

Capacity : Opening Stock Closing Stock Turnover
Class
of Installed Actual :
Goods. capacity production | Quantity Value Quantity Value Quantity Value
per annum* | per annum (M.T) (Rs.) (M.T) (Rs) (M.T) (Rs))
M.T) (M.T)
Synthetic 1850 1601 21 906377 17 290573 1605 121599223
Resins (1850) (1461) (18) (956138) (21) (906377) (1458) (93952997)
PU 2500 - - - - - - -
System (2500) ) Q] ) ¢) ) ) ¢)
* As certified by the Management
16. CONSUMPTION OF MATERIALS
Raw Materials  Percentage to Stores
R Total R
s Consumption S
Indigenous 73197636 97.63 1569172
(50000800) (90.55) (1406234)
Imported 1775638 2.37 -
(5222378) (9.45) ()
Total 74973274 100.00 100.00
(55283178) (100.00) (100.00)
Rs. . Rs.
2002-2003 2001-2002
17. CIF VALUE OF IMPORTS ’
Raw Material 1698216 3993547
18. Figures in brackets relate to previous year. Previous year's figures have been regrouped and rearranged wherever necessary, to conform
with the classification in the accounts in the current year.
D Arunachalam For VENKATESH & Co,,
G Ramachandran Chartered Accountants
K K Rajagopalan :
. Directors V. DASARATY
Place : Chennai Partner
" Date : 19 May 2003
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IND-ITAL

CHEMICALS LIMITED

19 BALANCE SHEET ABSTRACT AND COMPANY’'S GENERAL. BUSINESS PROFILE

Place :

Date

Registration Details

Registration No. i |

!

| [4ls]e]o] state Code

Balance Sheet ‘Date rl 3 l 1 l

[o]s] [2]ofof3]

Capitél Raised during the year - Public Issue [ I | [ [ I lN [‘! IL] .
(Amount in Rupees Thousands) Rights Issue rl l | l l |N| | I Ll
Bonus Issue | | [ | [ | IN[i]L]
‘Private placement | | | | | | [N]1]L]
Position of Mobilisation Total Liabliies | | | | 15]215]9]5]
(a::oii?li?\y:::;ezf;:gjssa.nds) Total Assets f l ] l : l > { 2F| o I SJ
Sources of Funds Paid-Up-Capital | | | [ |1[2]6]8]7]
Reserves & Surplus r | L | I3|4’319I81
Secured Loans [ | l | l -|5|5bJO]
. Unsecured Loans [ I | | | l ]NLI ]L]
Application of Funds Net Fixed Assets l ] l l l 2 I 2 [ 4L4 l 0 ]
‘ | Investments [ | [ | l INJ | Iﬂ
Net Current Assets | l | | |3l0[810|6|_
Miscellaneous Expenditure | | | | | | [N]i]|L]
Accumulated Losses I l | I | T IN] I]ﬂ
Deferred Tax Liabilty [ | ] | 1(16]5]0]) ]
Performance 6f Company Turnover |7| | I 1 |O I 7 , 1 J 5 [ 9]
(Amount in Rupees Thousands) Total Expenditure r‘ ] ] y I 0 l 0 ] - I 4[ y ] .
Profit/(Loss) Before Tax | | | | ] 14151218] [#] ]
Profit/(Loss) After Tax | | | | | l21812]8] [v] |
Earnings per share in Rupees l | I | | 2 I 2 | . 1 2J 91 , '
Dividend Rate per cent [ | ] I ] I ] [1 ] 0]
Generic Names of Three ltem Code No. [ | | | [5]1]6[6]|M]
:;ig‘:igﬂazry°du°t5lsem°es Product Description || A|M[S] I [PH|E[N]
(As per monetary terms) Iltem Code No. r | l | | l 2] 1 ] 1 | OI
| Product Description [ [A[M[S[1]L|1[T]E]
ltem Code No. L1 ] l2]af2{3]
Product Description | |A|M[s]|1]|S|T{E[R] |
D Arunachalam For VENKATESH & Co.,
G Ramachandran Chartered Accountants
K K Rajagopalan
Directors V. DASARATY
Chennai Partner
: 19 May 2003
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DIRECTORS’ REPORT

The Directors present the Seventh Annual Report and the Directors’
Report for the Financial Year ended 31 March 2003.

OPERATIONS

During the year under review the Company disposed some of its
investments to facilitate partial settlement of the loan availed from
ICICI Bank Ltd.

During the year MITOCON BIOTEC LTD., and PROACTIVE
DECISIONS LTD., became subsidiaries of the Company by virtue
of our investments.

The net loss for the year is Rs.741 lakhs. In view of the loss,
the Directors do not recommend any dividend for the financial year
2002-03.

CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION,
FOREIGN EXCHANGE EARNINGS & QUTGO AND PARTICULARS
OF EMPLOYEES

No disclosure is required to be made under Section 217(1) (e} of the
Companies Act, 1956 as the Company is not engaged in
manufacturing activities. There is no employee who has drawn
remuneration requiring disclosure -under section 217(2A) of the
Companies Act, 1956.

INFORMATION PURSUANT TO THE NON-BANKING FINANCIAL

COMPANIES ACCEPTANCE OF PUBLIC DEPOSITS (RESERVE ;

BANK) DIRECTIONS, 1988

As the Company did not accept any public deposit during the yeér A
under review, there is no information to be furnished pursuant to the -

Non-Banking Financial Companies Acceptance of Pubhc Deposﬂs
(Reserve Bank) Oirections, 1998. o

SUBSIDIARY COMPANIES

As required under Section 212 of the Companies Act, 1956, the
Audited statements of Accounts, the Report of the Board of Directors
and the Auditors' Report for the year ended 31 March 2003 of
Orchard Microsystems Limited, Mitocon Biotec Limited and Proactive
Decisions Limited, are annexed hereto.

DIRECTORS

Mr.M.G.Thirunavukkarasu retires by rotation at the ensuing Annual
General Meeting and being eligible offers himself for re-election as
Director.

Mr.Babu K.Verghese and Mr.N.Ramakrishnan were apb&ﬁtéd as
Additional Directors effective from 25.10.2002 and 1.2.2003
respectively.

Mr.P.Vedagiri and Mr.A Santhanakrishnan resigned from the Board of
the Company with effect from 8.11.2002 and 1.2.2003 respectively.
The Board places on record its appreciation of the invajuable services
rendered by them during their tenure as Directors of the Company.

DIRECTORS’ RESPONSIBILITY STATEMENT

In accordance with the requirements of Section 217(2AA) of the
Companies Act, 1956, the Directors of the Company declare that:

a) in the preparation of the annual accounts, the applicable
accounting standards have been followed along with proper
explanation relating to material departures;

b}  the Directors have selected such accounting policies and
.. applied them consistently and made judgements and estimates
that are reasonable and prudent so as to give a true and fair
-view of the state of affairs of the Company as at 31 March 2003
and of the loss of the Company for the year ended on that date;

"¢)  the Direclors have taken proper and sufficient care for the

maintenance of adequate accounting records in accordance
with the provisions of the Companies Act, 1956, for
safeguarding the assets of the Company and for preventing and
detecting fraud and other irregularities; and

d}  the Directors have prepared the annual accounts on a “going

~ concern” basis.

| \AUDITORS

The _Company's auditors, M/s.N C Rajagopal & Co., Chartered
Accountants, retire at the conclusion of the ensuing Annual General
Meeting and_»a"‘r'e eligible for re-appointment.
ACKNOWLEDGEMENT

The Company is grateful for the co-operation and continued support
extended by the Holding Company viz., Southern Petrochemical
Industries Corporation Limited and the Banks during the year.

On behalf-of the Board
for SPIC HOLDINGS AND
INVESTMENTS LIMITED
BABU K VERGHESE
Director

M G THIRUNAVUKKARASY
‘ Ma_naging Director

Place : Chennai
Date : 17 June 2003




AUDITORS’ REPORT

We have audited the attached Balance Sheet of M/s. SPIC
HOLDINGS & INVESTMENTS LTD, as at 31 March 2003 and also
the profit and loss account for the year ended on that date annexed
thereto. These financial statements are the responsrbrtrty of the
company's management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in India. Those standards require that we plan and
perform the audit to obtain a reasonable assurance about whether the
financial statements are free of materrat misstatement. An Audit

includes examining, on a test basis, “evidence supporting the amounts- -

and disclosures in the financial statements. An audit also includes
assessing the-accounting principles used and significant estimates
made by management, as well as evaluating the overall financial

statement presentation. We believe that our audit provides a’

reasonable basis for our opinion.

1+ - As required by the Manufacturing and other Companies
‘(Auditors' report) Order, 1988 issued by the Central
Government-in terms -of Section 227(4A) of the Companies Act,
1956, we enclose in the Annexure, a statement on the matters
‘specrfred in paragraph 4 and 5 of the said order.

2 Further to our comments in the Annexure referred to ir paragraph
.1.above we state that:

a} We have obtained all the informations and explanations,
: which to the best of our knowledge and belief were
necessary for the purposes of our audit.

b)  In our opinion, proper books of accounts as required by
faw, have been kept by the Company so far as it appears
from our examination of such books.

c)  The Balance Sheet and Profit and Loss Account during
the period referred to in ihis report are in agreement with
_the. books of accounts.

d) In our opinion, the Balance Sheet and the Profit and Loss
Account comply with the mandatory Accounting
. Standards as referred to in Section 211(3C) of the
Companies Act, 1956.
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Place
Date

. 17 June 2003

On the basis of written representations received from the
Directors, as on 31 March 2003, and taken on record by
the Board of Directors, we report that none of the directors
are disqualified as on 31 March 2003 from being
appointed as a director in terms of clause (g) of sub-
section (1) of section 274 of the Companies Act, 1956.

In our opinion, and to the best of our information and
according to the explanations given to us, the said
Balance Sheet and Profit and Loss Account read together
with the Notes and Accounting Policies thereon, give the
information required by the Companies Act, 1956 in the
manner so required and subject to note 6, regarding an
amount of advance including interest totaling to
Rs. 81152662 advanced to SPIC Petrochemicals
Limited, a.company promoted by SPIC Limited and
the Company is hopeful that no loss will arise out of
the above involvement, on which we are unable to
express an opinion in the matter, give a true and fair
view in conformity with the accounting principles generally
accepted in India ;

1) In so far as it relates to the Balance Sheet , of the
state of affairs of the Company as at 31 March 2003
and

2)  Insofaras it relates to the Profit and Loss Account,
of the Loss of the Company for the year ended on

that date.
Per our report of even date
For N C RAJAGOPAL & CO.,
Chartered Accountants.
. Chennai R VASUDEVAN

Partner



r:

ANNEXURE REFERRED TO IN PARAGRAPH 1 OF OUR REPORT OF EV‘EN DATE

The Company has maintained proper records, showing full
particulars, including quantitative details and situation of fixed
assets. As per the information and explanations given to us,
the management at reasonable intervals has physically verified
all the fixed assets and no material discrepancies were noticed
on such verification. In our opinion, the frequency of physical
verification of fixed assets is reasonable having regard to the
size of the Company and the nature of its business.

None of the fixed assets has been revalued during the year.

The Company does not hold any stores, spares and raw
materials during the year and hence the question of reporting
on the physical verification, procedure of physical verification,
maintenance of stock records of inventories, valuation of stock,
damage stores and raw materials and maintenance of records
for sale and disposal of scrap does not arise.

We are informed that the Central Government has not
prescribed the maintenance of cost -records under section
209(1) (d) of the Companies Act, 1956.

The company has not taken loans, secured or unsecured from
companies, firms or other parties listed in the register
maintained under section 301 of the Companies Act, 1856 or
from Companies under the same management.

The company has not granted any loans secured or unsecured

to companies, firms or other parties listed in the register |

maintained under section 301 of the Companies Act, 1956 or to
companies under the same management.

The Company has not given loans and advances in the nature
of loans to third parties. ’

The Company does not deal with stores, raw material,
components and equipment and hence the question of reparting
.on the adequacy of the internal control procedure with regard
to purchase of stores, raw materials, components and
equipments doss not arise,

In our opinion the Company has a proper Internal audit system
commensurate ‘with its size and nature of its business.
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13.

14.

Place
Date

The Company has not made any transactions relating to the

purchase of goods and materials and sale of. goods and
services in pursuance of contracts or arrangemant entered into
the register maintained under section 301 of the Companies
Act, 1856 aggregating during the year to Rs.50000 or more in

" respect of each party.

The provisions of section 58A of the Companies Act, 1956 and
the companies (Acceptance of Deposit) rules, 1975 framed
thereunder and the directive issued by the Reserve Bank of
India are not applicable as the Company has not accepted any
deposits from the public during the. year.

The provisions of Employees State Insurance and’Provident
Fund are not applicable to the Company. -

According.to the information and explanation given to us, there
are no undisputed amounts payable inrespect of Wealth Tax,
Income Tax, Sales Tax, Customs Duty and Excise Duty as at
31 March 2003. which are outstanding for a period of more than

»six months from the _d'ate they became payable.

To the best of our knowledge and according to the explanation
given to us no personal expenses of employees or directors
have been charged to revenue account, other than those
payable under contractual obligations or in accordance with
generally accepted business practices.

The Company is not a Sick industrial company within the
meaning of the clause (o) of Sub section (1) of section (3) of
the Sick industrial companies (special provisions) Act, 1885. ’

Per our report of even date

For N C RAJAGOPAL & CO,,
" Chartered Accountants.

'R VASUDEVAN
-Partner

. Chennal
17 June 2003




BALANCE SHEET AS AT 31 MARCH 2003 -
(Amount in Rupees)
Schedule As at | As at
31 March 2003 31 March 2002

SOURCES OF FUNDS :
Shareholders’ funds : )
Share Capital 300000000 300000000
‘Reserves & Surplus ' 4133604 20668022
Loan funds : - ‘
Secured Loans _ 19865046 44075000
Unsecured Loans o 61093970 35000000

TOTAL - | 385092620 399743022

APPLICATION OF FUNDS :
Fixed Assets .

Gross Block ) o 68500 68500
Less : Depreciation ' "~ 60022 ‘ 48918
" Net Block . 8478 19582
Investments o 6 ' 105727599 198076449
Current assets, Loans and advances
Current Assets 7 1727878 6026574
Loans and Advances : 8 . 220281716 202074168
222009594 - 208100742 .
Less : Current liabilities & Provisions
Other Liabilities 9 . 3223632 10133893
Net Current Assets ‘ : : 218785962 197966849
Miscellaneous Expenditure . 10 3004112 3680142
(to the extent not written off or adjusted)
" Profit & Loss Account - Debit Balance 57566469
385092620 399743022
Accounting policies and Notes on accounts 12

Schedules to the above forms an integral part of the Balance Sheet.

As per our report of even date

For N C Rajagopal & Co,,
Chartered Accountants

K Parameswaran M G Thirunavukkarasu Babu K Verghese R Vasudevan
Company Secretary Managing Director N Ramakrishnan Partner
. Directors
Place : Chennai
Date : 17 June 2003 ~
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2003

. i
Creat o T S N o e e e o e
—

o

: (Amount in Rupees)
Schedule Year ended Year ended

31 March 2003 31 March 2002
INCOME - .
income from Investments 4023308 7742847
Interest & Miscellaneous Income | 196113 378316
4 4219418 . 8121163
EXPENDITURES
Administrative & Other Expenses 11 406482 4437271
Interest Paid 9762082 34520
Depreciation (Note No. 5) 5 ) : 11104 (7184)
Loss on Sale of Investments » 67464607 - o -
Miscellaneous Expenses written off . 10 676030 . 676030
' 78320305 ’ 5140637
Profit/(loss) for the year (74100887) 2980526
Balance brought forward from previous year 16534418 17687496
Amount available for appropriation (57566469) 20668022
APPROPRIATIONS: o ‘
Transfer to Statutory reserve . ' -- 4133604
Balance carried to Balance Sheet ‘ ' - (57566469) 16534418

Accounting Pclicies and Notes 6n Accounts 12

Schedules to the above forms

K Parameswaran

Company Secretary

Place
Date

Chennai

: 17 June 2003

.

an integral part of the Profit and Loss Account

As per our report of even date

For N C Rajagopal & Co,,
Chartered Accountants

M G Thirunavukkarasu Babu K Verghese R Vasudevan
Managing Director N Ramakrishnan Partner
Directors ’
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SCHEDULES FORMING PART OF THE BALANCE SHEET

(Amount in Rupees)

As at As at

. 31 March 2003 31 March 2002
Schedule : 1

Authorised Share Capital ,

20,00,00,000 Equity shares of Rs. 10 each. 2000000000 2000000000

25,00,000 Preference shares of Rs. 100 each. . 250000000 250000000

12250000000 - 2250000000
Issued ,Subscribed and Paid Up Capital ' )
© 3,00,00,000 Equity shares of Rs 10 each fully paid-up. 300000000 ' 300000000
(3,00,00,000 Shares held by M/s Southern Petrochemical -
Industries Corporation Limited) —_— —
300000000 ‘ 300000000
Schedule : 2 -_— _
Reserves & Surplus
Statutory Reserve :
Opening Balance : ' 4133604 -

Add : Transfer from Profit and Loss Account -- 4133604
- Closing Balance ‘ ' , 4133604 4133604
Profit & Loss Account
Opening Balance : - 16534418 © 17687496
Add : Current year profit - 2980526
Less : Transfer to Profit and Loss Account {16534418) -
Transfer to Statutory Reserve -- (4133604)
Closing Balance ' ‘ -- 16534418
Total Reserves and Surplus.. . 4133604 20668022
Schedule : 3
Secured Loan
From Banks (Note No. 2) S 19865046 44075000
. ‘ N ' 19865046 44075000
Schedule : 4 - _
Unsecured Loan
From Others _ : 57500000 35000000
Interest accrued and due ‘ 3593870 ) -
61093970 35000000
Schedule : § -_ —_
FIXED ASSETS (See Note No. 5) ‘ ‘ .
~ GROSS BLOCK (AT COST) DEPRECIATION NET BLOCK
As at A[;Z(I’;::Z:ZI As at Upto For Upto As at As at
31 March 31 March | 31 March 31 March | 31 March 31 March
: i he Y
PARTICULARS 2002 during 2003 2002 the Year 1 ™ 5003 2003 2002
the year
- Computer and' Printer 63500 | . L 68500 . 48918 11104 60022 8478 19582
Total =~ 68500 | -~ - © 68500 48918 11104 60022 8478 19582
Previous year: 68500 - 68500 86102 | (7184) 48918 19582 12398
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SCHEDULES FORMING PART OF THE BALANCE SHEET

Schedule : 6

Investments (Non-Trade)

Quoted - Long Term {Note 3)

Equity Shares

Industrial Development Bank of India*
- 10,97,760 Equity shares of Rs.10 each

Bank Of India*
18,000 Equity shares of Rs.10 each

IDBI Bank Limited*
2,58,100 Equity shares of Rs.10 each

South india Corporation (Agencies) Limited
12,03,028 Equity shares of Rs.10 each

Unquoted - Long Term

Equity Shares

TAC Investments Finance (Madras) Limited
2,49,000 Equity shares of Rs.10 each

IND-ITAL Chemicals Limited
38,058 Equity shares of Rs.10 each

SPIC JEL Engineering Construction Limited
5,27,143 Equity shares of Rs.10 each

Orchard Microsystems Limited ‘
26,26,000 Equity shares of Rs.10 each

Mitocon Biotech
50,000** Equity shares of Rs.10 each

Proactive Decisions Limited
40** Equity shares of Rs.10 each

National Aromatics & Petrochemicals Corporation Limited.
25,000* Equity shares of Rs.10 each

SPIC Electric Power Corporation Private Limited
4,955 Equity shares of Rs.10 each

SPIC ‘Aromatic & Chemicals Corporation Limited
5,000** 8 per cent Redeemable Cumuiative Non Convertible
Preference shares of Rs.100 each

SPIC Petrochemicals Limited :
5,000** 8 per cent Redeemable Cumulative Non Convertible
Preference shares of Rs.100 each

Proactive Decisions Limited
5,000** 8 per cent Redeemable Cumulative Non Convertible
Preference shares of Rs.100 each

: B

Total investments . ! (A+B)
Market Value of Quoted Investments

*Sold during the year
**Previous Year Nil
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As at
31 March 2003

30226080

30226080

25024500
11321494
10595575

26260000

1500000 ¢

400
250000
49550

500000

500000

500000

75501519
105727599
8120439

G

{Amount in Rupees)

As at
31 March 2002

.+ 89183000

.~ 810000

4645800
- cozagss’
124874880
125024500
Tra2tase
'10595575

26260000

73201569
198076449 .
38860284 .




SCHEDULES FORMING PART OF THE BALANCE SHEET

Schedule : 7
Current Assets

Cash and Bank balances.

Balance with Bank

- in current account with scheduled banks
Other Current Assets

Total - .. .

Schedule : 8

Loans and Advances

{unsecured, considered good)

Advances recoverable in cash or kind for
which value is to be received

Schedule : 9
Current Liabilities and Provisions

Other Liabilities

Schedylé 110 -
Miscellaneous Expenditure

(to the extent hot written off or adjusted) =~

Opening balance
Less : Written off during the year

Closing balance

As at
31 March 2003

285941
1441937

1727878

220281716

220281716 -

3223632
. 3223632

3680142
' 676030

3004112

'SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT

Schedule : 11 ,
" Administrative & Other Expenses
Salary

- Travelling expenses & conveyance:
Telephone expenses
Vehicle hire charges
Filing fees
Electricity charges
Bank charges
Audit fees:

- For Audit
- For Service Tax

‘Sundry expenses
Demat charges
Advances written off

For the year ended
31 March 2003

268546

§974

3500 -
5765

20000
1000

2731

11788
87178

406482
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(Amount in Rupees)

As at
31 March 2002

377800
5648774

6026574

202074168
202074168

10133893
10133883

4356172
676030

. 3680142 -

(Amount in Rupees)
For the year ended
31 March 2002

726830
6533
15878
2855
5000
2592
1825

20000
1000
19196
78398
3557164

4437271




Schedule : 12

NOTES FORMING PART OF ACCOUNTS
1.

Significant Accounting policies:
a) GENERAL
Accounts represent Historical Cost.

b)  FIXED ASSETS
Fixed Assets are carried at Historical Cost Less accumulated Depreciation.

¢)  DEPRECIATION

Depreciation on assets is provided on the Straight Line Method, at the rates and in the manner specified in Schedule XIV to the
Companies Act, 1958. '

d) INVESTMENTS
Investments are stated at cost.

e) REVENUE RECOGNITION
" Interest income is recognised on accruat basis and as per the Income Recognition norms specified by the Reserve Bank of India.
Dividend income is recognised when the right to receive is established.

f) MISCELLANEOUS EXPENDITURE
‘Miscellaneous expenditure is written off over a period of ten years.

Secured Loans - Rs. 198650486 : ‘
The Loan has been secured by the pledge of investments of the Company in the Equity shares of South India Corporation (Agencies ) Limited.

The diminution in the value of permanent investments has not been provided in the accounts, since in the opinion of the management, the
diminution is of temporary nature.

There is no outstanding dues towards small scale / ancillary industries as on 31 March 2003.

- Contingent Liabilities:

Capital commitments not provided for Rs, 49 Lakhs (Previous year Rs. 49 Lakhs)

Advance Recoverable in Cash or Kind includes an amount of Rs. 81152662 {includes interest of Rs. 23644738 not acknowledged) being
advance given to SPIC Petrochemicals Limited towards share capital subscription.- On an application filed by ICICI Bank Limited the Debt
Recovery Tribunal (DRT), granted interim refief by way of appointment of a Receiver with direction to get the property of SPIC Petro valued
for sale. The appeals filed by SPIC Petro and Southern Petrochemical Industries Corporation Limited (SPIC) before the Debt Recovery
Appellate Tribunal were dismissed. Subsequently SPIC Petro and SPIC filed writ petitions before the Bombay High Court.

The Bombay High Court, on 17 April 2003, adjourned the Petitions with a direction that SPIC Petro wili not be dispossessed from the propeny.‘
nor will the property be sold. as directed by the Tribunal. SPIC Petro has to submit a report as to what are the possibilities of revival and
how the necessary finance will be raised and its liabilities cleared.

The Company is hopeful that no loss will arise.out of the above involvement and the amount advanced including the interest thereon is
considered fully recoverable.

Previous year figures have been regrouped wherever necessary.

As per our report of even date

For N C Rajagopal & Co.,
Chartered Accountants

K Parameswaran M G Thirunavukkarasu ., Babu K Verghese R Vasudevan
Company Secretary Managing Director N Ramakrishnan Partner
- \ Directors ’

Place : Chennai
Date : 17 June 2003
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BALANCE SHEET ABSTRACT AND COMPANY’S. GENERAL BUSINESS PROFILE

L1 1T

1) REGISTRATION DETAILS REGISTRATION NO.
o B R ' 'STATE CODE
BALANCE SHEET DATE

2) CAPITAL RAISED DUF’ING THE YEAR PUBLIC ISSUE
(Amount in Rupees Thousands) RIGHTS ISISUE

- BONUS ISSUE

PRIVATE PLACEMENT

: 3) . POSITION OF MOBILIbATION AND
" DEPLOYMENT OF FUNDS
.. (Amount in Rupees Thousands) .

TOTAL LIABILITIES
" TOTAL ASSETS
PAID-UP CAPITAL

RESERVES AND SURPLUS
 SECURED LOANS
UNSECURED LOANS

NET FIXED ASSETS
INVESTMENTS

NET CURRENT ASSETS
MISCELLANEOUS EXPENDITURE
ACCUMULATED LOSSES

~ TURNOVER

~ TOTAL EXPENDITURE
PROFIT/(LOSS) BEFORE TAX
PROFIT/LOSS) AFTER TAX

EARNINGS PER SHARE IN RUPEES
o DIVIDEND RATE %

ITEM CODE NO.
PRODUCT DESCRIPTION

SOURCES OF FUNDS

APPLICATION OF FUNDS

‘4) PERFORMANCE OF THE COMPANY
(Amount in Rupees Thousands)

5) GENERIC NAMES OF THREE
PRINCIPAL PRODUCTS/

SERVICES OF THE COMPANY

(As per monetary te‘rms) ITEM CODE NO.

PRODUCT DESCRIPTION

M G Thirunavukkarasu
Managing Director

K Parameswaran’
Company Secretary

Place I Chennai
Date : 17 June 2003
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Babu K Verghese
N Ramakrishnan
Directors
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As per our report of even date

For N C Rajagopal & Co.,
Chartered Accountants

I
L
I
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I I
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I I

R Vasudevan
Partner




STATEMENT REGARDING SUBSIDIARY COMPANIES PURSUANT TO

SECTION 212 OF THE COMPANIES ACT, 1956

a. Name of Subsidiéry Company Orchard Microsystems
» c Limited
b. Financial year of the Subsidiary" ' 31 March 2003

Company ended on »

¢.. Holding Company's Interest;

i) No. o‘f Equity Shares . . .. o 2626000
Face Value " Rs. 10
Paid up Value ' Rs. 26260000

iy Extent of Holding ' 80.50 per cent

d. Net aggregate amount of Subsidiary's
profits / (losses) not dealt with in the
Holding Company’s accounts: '

i) for subsidiary’s financial year o (Rs. 2513883) -

iy for its previous financial years _ '(Rs. 1659931)

e. Net aggregate amount of subsidiary's. .
profits / (losses) dealt with in the Holding
Company’s accounts: ’

i)  for subsidiary's financial year L o Nil
i) for its previous financial year ‘ Nil

**Became éﬁbsidairy during the financial year. 2002-03

Mitocon Biotec
Limited

31 March 2003

50000
Rs. 10
Rs. 500000

99.86 per cent

Nil

*k

Nil
Nil

5

Proactive Decisions
Limited

31 March 2003

40
Rs. 10
. Rs. 400

57.14 per cent

Nil

Fewe

Nil

. Nil

As per our report of even date
For N C Rajagopal & Co.

K Parameswaran ' M G Thirunavukkarasu Babu K Verghese
Company Secretary Managing Director N Ramakrishnan
Directors

Place : Chennai
Date : 17 June 2003
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Chartered Accountants

‘R Vasudevan
Partner
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DIRECTORS’ REPORT TO THE MEMBERS

The Directors of your Company hereby present the 7th Annual Report

of the Company together with the Audited Financial Statement of
Accounts for the year ended 31 March 2003.

BUSINESS OPERATIONS

During the financial year under review, the turnover of the Company
was Rs. 29.26 lakhs as compared to Rs. 53.47 lakhs during the last
year. Due to global depression on IC Design Industry, the Company
was not able to get any new business during the year and therefore
decided to slow down the business operations.

DIVIDEND

In view of the current year's performance, your Direcotrs do not
recommend any dividend on the equity share capital for the financial
year 2002-03.

PUBLIC DEPOSITS

Your Company has not accepted any Public Deposit during the year
and no amount is due to the deposit holders as on 31 March 2003.

DIRECTORS

Thiruvalargal A Muthukumar and S Sathappan, additional Directors
who retire at this Annual General Meeting of the Company and being
~ eligible, offer themselves for re-relection as Directors.

~ AUDITORS

M/s. N C Rajagopal, Chartered Accountants, Chennai, the Company's
auditors, retiring at the conclusion of the ensuing. Annual General
Meeting are eligible for te-appointment.

Conservation of Energy, Technology Absorption, Foreign Exchange
Earning and Qutgo:

In terms of Section 217(1) (e) of the Companies Act, 1956, -

information relating to conservation of energy, technology absorption,
foreign exchange earnings and outgo is set out in the Annexure,
forming part of this report.

PARTICULARS OF EMPLOYEES

During the year under review, no Employee of your Company was in
receipt of remuneration requiring disclosure underSection 217(2A) of
the Companies Act, 1956.

DIRECTORS’ RESPONSIBILITY STATEMENT

In accordance with the requirements of Section 217 (2AA) of the
Companies Act, 1956, the Directors of your Company hereby declare
that: : :

i) in the preparation of the Annual Accounts the applicable
Accounting Standards have been followed along with proper
explanation relating to the material departures;

iy the Directors had selected such Accounting Policies and
applied them consistently and made judgements and estimates
that are reasonable and prudent so as to give a true and fair
view of the state of affairs of the Company as at 31 March 2003
and of the loss of the Company for that period;

ity the Directors had taken proper and sufficient care to maintain
adequate accounting records in accordance with the provisions
of the Companies -Act, 1956 for safeguarding the assets of the
Company and for preventing and detecting fraud and other
iregularities and; :

iv)  the Directors had prepared the Annual Accounts on a “going
concemn” basis.

ACKNOWLEDGEMENT

The Directors of your Company express their thanks to Software
Technology Parks of India, Departments of Central and State
Government, Banks for their continued support and co-operation
extended to the Company. The Board acknowledges the co-operation
and guidance extended by the Joint Venture partners viz. M/s. SPIC
Holdings and Investments Limited and Marubeni Tekmatex
Corporation, Japan. The Directors also wish to place on record their
appreciation to the employees of the Company for their dedicated and
sincere services.

By Order of the Board

For Orchard Microsystems Limited

A Mut.hukumar
S Sathappan
Directors

Place ; Chennai
Date : 22 May 2003
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ANNEXURE TO DIRECTORS’ REPORT

Pérticular@s required under the Companies (Disclosure of Particulars in the Report of Board of Directors) Rules 1988, for the year ended 31 -
March 2003. ' . .

A DETAILS OF CONSERVATION OF ENERGY
Your Company has been making continuous efforts to reduce energy consumption.

Power Consumption Current Year Previous Year
_ 31 March 2003 31 March 2002

Electricity - A

Purchased . . MWH Negligible Negligible
Rs.infacs - ' -
Rs. /[KWH -

Own Generation  MWH '
Rs. in lacs

Rs. /KWH - -
B. TECHNOLOGY ABSORPTION .
Your Company has adopted the IBM Design environment and Design Methodology.

C. FOREIGN EXCHANGE EARNINGS AND OUTGO

Foreign Exchange Earnings : Rs. 29.26 lacs
Foreign Exchange Out go @ Rs. 12.27 lacs
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AUDITORS’ REPORT

Ladies and Gentlemen,

We have audited the attached Balance Sheet of M/s. ORCHARD
MICROSYSTEMS LIMITED, as at 31 March 2003 and also the Profit
and Loss Account for the year ended on that date annexed thereto.
These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in India. Those standards require that we plan and

perform the audit to obtain a reasonable assurance about whether the .

financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

1. As required -by the Manufacturing and Other Companies
(Auditors' Report) Order, 1988 issued by the Central
Government in terms of Section 227(4A) of the Companies Act,
1956, we enclose in the Annexure, a statement on the matters
specified in paragraph 4 and 5 of the said order.

2. Further to -our comments in the Annexure referred to in
paragraph 1 above we State that:

a)  We have obtained all the information and explanations,
which to the best of our knowledge and belief were
necessary for the purposes of our audit.

b)  In our opinion, proper books of accounts as required by
law, have been kept by the Company so far as it appears
from our examinations of such books.

c) The Balance Sheet and Profit and Loss Account during
the period referred to in this report are in agreement with
the books of accounts.
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d)  In our opinion, the Balance Sheet and the Profit and Loss
Account comply with the mandatory Accounting
Standards as referred to in Section 211(3C) of the
Companies Act, 1956.

e) On the basis of the written representation received from
the Directors, as on 31 March 2003, and taken on record
by the Board of Directors, we report that none of the
Directors are disqualified as on 31 March 2003 from being
appointed as a Director in terms of clause (g) of
sub-section (1) of Section 274 of the Companies
Act, 1956.

fy  In our opinion and to the best of our information and
according to the explanations given to us, the said
Balance Sheet and Profit and Loss Account read together
with the Notes and Accounting Policies thereon, give the
information required by the Companies Act, 1956, in the
manner so required and give a true and fair view in
conformity .with the accounting principles generally
accepted in India;

i. - Insofar as it relates to the Balance Sheet, of the
state of affairs of the Company as at 31 March 2003
and

il.  insofar as it relates to the Profit and Loss Account,
of the Loss of the Company for the year ended on

that date.
Per our feport of even date
For N C RAJAGOPAL & Co.,
Chartered Accountants
Place : Chennai- R VASUDEVAN
Date : 22 May 2003 Partner
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ANNEXURE REFERRED TO IN .PARAGRAPH 1 OF OUR REPORT OF EVEN DATE

1.

The Company has maintained proper records, showing full
particulars including quantitative details and situation of fixed
assets. As per the information and explanations given to us, the
management at reasonable intervals has physically verified aif
the fixed assets and no material discrepancies were noticed on
such verification. In our opinion, the frequency of physical
verification of fixed -assets is reasonable having regard to the

. size of the Company and the nature of its business.

None of the fixed assets have been revaiued during the year.

The Company does not hold any stores, spares and raw
materials during the year and hence the question of reporting
on the physical verification, procedure of physical verification,
maintenance of stock records of inventories, valuation of stock,
damage, stores and raw materials and maintenance of records
for sale and disposal of scrap does not -arise.

We are informed that the Central Government has not
prescribed the maintenance of cost records under section
209(1) (d) of the Companies Act, 1956.

The Company has not taken loans, secured or unsecured from

Companies, firms or other parties listed in the register
maintained -under. Section .301 of the Companies Act, 1956.

The Company has not granted any loans secured or unsecured
to companies, firms or other parties listed in the register
maintained under section 301 of the Companies Act, 1956 or

companies under the same management.

The Company has not given loans and 'ad-vances‘ in the nature

" of loans to third parties.

The 'Co}nvpany'does not deal with stores, raw materials,
components and equipments and hence the question of
reporting on the adequacy of the internal control procedure with
regard to purchase of stores, raw materials, components and
equipments does not arise. ’

In our opinion the Company has a praper internal audit system
commensurate with its size and nalure ‘of its business.

10.

1.

12.

13.

14,

Place
Date
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The Company has not made any transactions relating to the
purchase of goods and materials and sale of goods and
services in pursuance of contracts or arrangement entered into
the register maintained under section 301 of the Companies
Act, 1958, aggregating during the year to Rs.50000 or more in
respect of each party. - '

The provisions of section 58A of the Companies Act, 13956 and
the Companies {Acceptance of Deposit) Rules, 1975 framed
thereunder and the directive issued by the Reserve Bank of
India are not applicable as the Company has not accepted any
deposits from the public during the year.

In our dpinion and according to the information and

explanations given to us the Company is generally regular in
depositing the Provident Fund dues to the appropriate
authorities.

According to the information and explanations given to us, there
were no undisputed amounts payable in respect of Wealth Tax,
Income Tax, Sales Tax, Customs Duty and Excise Duty as at
31 March 2003 which are out standing for a period of more than
six months from the date they become payable.

To the best of our knowledge and according to the explanation

no personal expenses of employees or Directors have been

charged to revenue account, other than those payable under
contractual obligations or in accordance with generally accepted
business practices.

The Company is not a Sick Industrial Company within the
meaning of the clause (o) of sub section (1) Section (3} of the
Sick industrial Companies (Special Provisions) Act, 1985.

Per our report of even date

For N C RAJAGOPAL & Co,,
Chartered Accountants

R VASUDEVAN
Partner

. Chennal
;22 May 2003




BALANCE SHEET AS AT 31 MARCH 2003

Schedule As at
31 March 2003

- SOURCES OF FUNDS:
1."." Shareholders’ Funds :

© - Share Capital , 1 32621000
- TOTAL ' . 32621000
APPLICATION OF FUNDS: .
l. . Fixed Assets 2 : .
~ Gross Block ‘ 23654669
- Less : Depreciation : 10632468
Net Block ’ . 13022201
;- - Current Assets, Loans and Advances ‘ .
a. Cash and Bank 3 324232
‘b.  Sundry Debtors 4 -
"¢ :Loans and Advances ' 5 14103242
- TOTAL (A) : 14427474
Less : Current Liabilities.& Provisions , v
Current Liabilities & Provisions 6 . 13500
TOTAL (B) 13500
Net Current Assets (A-B) . ) 14413974
Profit and Loss Account 5184825
TOTAL 32621000

Accounting polidies and Notes on accounts 10

Schedules referred to above forms an integral part of the Balance Sheet

A Muthukumar : ' R Venkatesh Kumar S Sathappan .- K Govindan
Director ' Di(ector Director . Company Secretary

"Place : Chennai
Date -: 22 May 2003
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(Amount in Rupees)

As at
31 March 2002

32621000
32621000

23654669
6955757

16698912

6033235
778080
7410971

14222286

362224
362224

13860062
2062026

32621000

Per our report of even date

For N C Rajagopal & Co., -
Chartered Accountants

R Vasudevan
Partner
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2003

R INCOME
Software Development Charges
Other Income '

H. EXPENDITURES
Employees Cost
Other Expenses
Depreciation

Profit/(Loss) for the year

Provision for Income Tax

Add : (Short) / excess proviéion made
Profit/(Loss)

Schedule

Balance carried forward from previous year’

Profit/(Loss)

Accounting Policies and Notes on Accounts 10

For the year ended
31 March 2003

2926276
130043

3056319

1873806
663601
3676711

6214118

(3157799)

35000
(3122799)

(2062026)
(5184825)

Shedules referred to above forms an integral part of the Balance Sheet

A Muthukumar R Venkatesh Kumar
Director Director

Place : Chennai
Date : 22 May 2003

S Sathappan
Director

173

K Govindan
Company Secretary

(Amount in Rupees)

For the year ended
31 March 2002

5347556
395379

. 5742935

3353739
1846340
3660585

8860664

(3117729)

.(8940)
(3126669)

1064643
(2062026)

Per our report of even date

For N C Rajagopal & Co.,
Chartered Accountants

R Vasudevan
Partner




SCHEDULES FORMING PART OF BALANCE SHEET
: (Amount in Rupees)

As at As at

31 March 2003 31 March 2002

Schedule ; 1

Shareholders funds
_Authorised Share Capital ‘
70,00,000 Equity share of Rs. 10 each 70000000 70000000

Issued, Subscribed and Paid Up Capital

32,62,100 Equity Shares of Rs.10 each fully paid. 32621000 : 32621000
(26,26,000 shares held by M/s. SPIC Holdings and Investments '
Limited, which is a Wholly Owned Subsidiary of

M/s. Southern Petrochemical Industries Corporation Limited)

32621000 32621000

Schedule : 2
Fixed Assets '(Amount in Rupees)
GROSS BLOCK DEPRECIATION NET BLOCK
PARTICULARS 3 Mﬁ;cgnzooz 1 A;ﬁ%ooz 3'1:0l\rnat:1:hy;0a(;3 KH| Malljr';’:thg> 2003 | A MI::c:nZ()O:i 31 Mgicgn2002.
Computer - Hard‘ware 5423139 1617832 879091 2496923 2926216 3805307 .
Computer - Software 16052185 | - 5103964 2675899 7779863 - 8272322 10948221
Computer - Printer 14900 4830 2415 7245 7655 10070
UPS | | 511394 ' 48562 24291 72873 438521 462812
Electrical Equipments 42801 2602 2033 4635 38166 40199
Office Equipments 392483 . 36425 18643 | 55068 337415 ' 356058
Furniture .a'nd fixtures 104_3957 129695 66083 195778 848189_’ 914272
Airconditioner 173800 ' 11827 8256 " 20083 15371f 161973
Total 23654669 6955757 3676711 |- 10632468 13022201 16698912
Previous Year ' 2365_4869 3285172 3660585 6955757 16698912 10862228
174
1 .
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SCHEDULES FORMING PART OF BALANCE SHEET

Schedule : 3
Cash and Bank
Cash on hand
Balance with Scheduled Bank: -
in current account
in deposit account
Cheques/DD on hand

Schedule : 4

Sundry Debtors

(Unsecured considered good)
Debtor Exceeding Six Months
Others Debtors .

Schedule : §

Loans and Advances
{(Unsecured considered good)

Advances recoverable in cash or in kind or for
value to.be received

Schedule : 6

Current Liabilities and Provisions
Current Liabilities
Provision for [ncome Tax

SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT

Schedule : 7

Other Incomes

Interest on Fixed Deposit
Interest on Income Tax Refund

~ Schedule : 8
Employees Cost

Salaries

Staff Welfare Expenses
Leave Travel Concession
Provident Fund Contribution
Medical Reimbursement
Recruitment Expenses
Living Allowance
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- As at
31 March 2003

516

63716
260000

324232 .

14103242
14103242

13500
. >

13500

For the year ended
31 March 2003

120736
9307

130043

735737
65
38353
29457
15700

1054494
1873806

{(Amount in Rupees)
“As-at
31 March 2002

2956

420279
610000
5000000

6033235

778080~
778080

7410071
7410971,

305964
56260
362224

For the year ended
31 March 2002

395379

395379

1874710
T 43123
7326
86470
41988
48000
1282122

3353739




SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT

For the year ended

31 March 2003

Schedule : 9.
Other Expenses .
Books & Periodicals -

Business development expenses 2070
Travellihg' expenses: '
- Foreign : 527874
- Inland . -
Conveyance ’ 2620
Insurance charges ’ 16196
- Internet connection charges ‘ ‘ 788
Amenities ' -
Repairs and maintenance:
- Office’ : -
- Computer ’ o --
- Others ' o 14018
Rates and Taxes 27200
Telephone, Postage & Telegram _ 1767
Printing & Stationery 3127
Bank Charges 28282
Auditors Remuneration . ' ‘ o 12500
Miscellaneous expenses 2500
Exchange Fluctuation - loss Lo 24659
663601
176

(Amount in Rupees)
For the year ended
31 March 2002

24077
30166

1178503
1354
3184

11068
261954

42823
53340
21579

75225 -

76878
12597
24246
12500
13826

3020

1846340
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SCHEDULE : 10

ACCOUNTING POLICIES
GENERAL

" The Financial statements have been prepared based on historical cost convention and accrual basis of accounting in conformity with the Accountmg
Standards referred in the Compames Act, 1956. ’ o

FIXED ASSETS

Fixed assets including inhouse capitalisation are stated at cost. The Company capitalises all cost relatlng to acquisition and installation of fixed
assets. :

DEPRECIATION

Depreciation on all the assets except software is provided on straight line basis at the rate mentioned in the Schedule XIV of the Compames Act,
*1956. In case of software, the depreciation is prowded based on the estimated useful life, which is taken as six years. :

FOREIGN CURRENCY

Earning in foreign currencies are accounted at the rate prevailing on the date of the transaction. Any income or loss on-account -of exchange
difference is recognised in the profit and loss account as difference in fluctuation.

Monetary items denominated in foreign currency and outstanding at the balance sheet date are translated at the exchange rate prevanmg on the
last date of the financial year, . ——

NOTES ON ACCOUNTS
1. - The notes form an integral part of and should be read in conjunction with the accompanying accounts.

2. Deferred Taxes:- .
The Provision for Deferred tax is not considered -in the accounts caonsidering the certainty principle in recoverabtmy of amount in future

The Deferred tax Liability in calculation of depreciation as per Companies Act and Income tax as on 31 March 2003 is Rs. 3653624
and the Deferred Tax Asset arising due to Carry forward of Depreciation Loss as per Income Tax Act as on 31 march 2003 is
Rs.5519095. Hence considering the principle of recoverability as per Accounting Standard 22 *Accounting for Taxes on Income’ provts;on
of Net Deferred Tax Assets in the accounts is not considered for the year. Lo '

3. FOB Value of export during the year is Rs.2826276 (previcus year Rs.5347556) and the expenditure in foreign currency during 1hé‘9é§a’f*‘7§"
Rs.1226993 (previous year Rs.2276045) .

4. There are no outstanding dues towards Small Scale / Anclilary Undertaking.

5. Previous year's figures have been reclassified and regrouped wherever necessary and rounded off to the nearest rupee.

Per our report of even date

For N C Rajagopal & Co,,

A Muthukumar R Venkatesh Kumar S Séthappan K Govindan Chartered Accountants
Director : Director Director - Company Secretary

Place : Chennai . R Vasudevan

~Date . 22 May 2003 v ‘ Partner
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BALANCE SHEET ABSTRACT AND COMPANY’S GENERAL BUSINESS PROFILE

1. Registfation Details Registration No. rJ L LM 5 I 6 [ 4 [ 1 J State Code
Balance Sheet Date | [3[1] [o[3] [2]o]o[3]
. Capital Raised during the Year Public issue [ J [ [ [ J jN[ i rLI
(Amount in Rupees Thousands) Rights Issue [J l T l [ lNI ' ILI

Bonus fssue || | [ | | [n[(]L]

Private P!acement[[fi L1 | DITMTJ '
. Position of Mobilisation Total Liablies | | | | [3]2l6{3]5]
and depl'oyment of funds Total Assets l [ I l l 3 l 2 I 6]:3 -
sovcos o s ¢y costel [T T T sTals[o[1]
' Reserves & Surplus rrL—LTJ h\l] | rLJ

Secured Loans | l I—l T l |Nl J rLI

. Unsecured Loans | | | l [T In]o] Ll
Application of Funds . Net Fixed Assets r r l ] —[m L(ﬂ 2 E]
Investments S INJ L

| Net Current Assets | f | l | 1J 4 L4T1 F]
Miscellaneo‘us Expenditure l : r I l | J jN—rl ]T]
Accumulated Losses r r[ ] ] J 5 L1 [ 8T5 ]

Iv. Performance of Company Turnover r ]j L I Iﬂmﬁj
(Amount in Rupees Thousands) Total Expenditure r U LT re I 1 ] 7T9|
Profit/(Loss) Before Tax r ri L~[ F3 l 1 ] 2T3 |

3

Profit/(Loss) After Tax (T L [3{1]2]3] | [/]
Earnings per share in Rupees I T [ I T]—[ TQTG] L ]/]
Dividend Rate per cent l | lj T r lfﬂ ITKJ .
V. Generic Names of Three ltem Code No. l T l l8 E]ﬂm Ii]
Principal Products/Services
of Company Product Description | INTEGRATED CIRCUIT DESIGN |

(as per monetary terms)

Per our report of even date

For N C Rajagopal & Co.,

A Muthukumar R Venkatesh Kumar S Sathappan K Govindan Chartered Accountants
Director Director Director Company Secretary
Place : Chennai _ v R Vasudevan
Date : 22 May 2003 Partner
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DIRECTORS’' REPORT

The Directors of your Company seek pleasure’in presenting the Third

Annual Report of the Company together with the Annual Accounts for
the period ended 31 March 2003.

OPERATIONS -

The Company has not commenced its activities during the year under

review. Your Directors are drawing up plans {o initiate necessary .

~ action for the implementation of the project.

During the year under review, your Company has become the
subsidiary of SPIC Holdings and Investments Limited.

DIRECTORS' RESPONSIBILITY STATEMENT

In accordance with the requirement of Section 217 (2AA) of the
Companies Act, 1956, the Directors of the Company hereby declares
that! :

1. In the preparation of the Annual Accounts, the applicable
Accounting Standards had been followed along with proper
explanation relating to material departures;

2. The Directors had selected such accounting policies and applied

them consistently and made judgements and estimates that are

- reasonable and prudent so as to give a true and fair view of the
state of affairs of the Company as at 31 March 2003 and of the
Loss of the Company as on that date;

3. The Directors had taken proper and sufficient care for the
-maintenance of adequate accounting records in accordance with
the provisions of the Companies Act, 1956, for safeguarding the
assets of the Company and for preventing and detecting fraud
and other irregularities; and

4. The Directors had prepared the Annual accounts on a going '

concern basis,
DIRECTORS

Mr. T R Tamiimani retire at the Annual General Meeting by rotation
and being eligible offers himself for re-election.

During the year-Mr. M Vasanthan resigned as Director from the Board
of the Company and the Directors placed on record the invaluable

services rendered by him during his tenure as Director of the
Company.

Mrs. Sashikala Srikanth was appointed as an Additional Director on
the Board of the Company on 2 June 2003. Mrs. Sashikala Srikanth
will hold office till the date of the ensuing Annual General Meeting of
the Company. The Company has received a notice in writing under
Section 257 of the Compahies Act, 1956, along with the requisite
deposit as required under that Section proposing the candidature of
Mrs. Sashikala Srikanth for appoinment as a Director of the Company
liable to retire by rotation.

AUDITORS

M/s. S Viswanathan, Chartered Accountants, Auditors of the
Company retire at the ensuing Annual General Meeting and being
eligible offer themselves for re-appointment as Auditors of the

~ Company.

PUBLIC DEPOSITS

The Company has not accepted any deposits from the public during
the period under review.

PARTICULARS OF EMPLOYEES

No disclosure is made under Section 217(2A) of the Companies Act,
1956, as no employee was in receipt of remuneration exceeding
Rs.24 lakhs per annum,

No disclosure is made under Section 217{1)(e) of the Companies Act,
1956, as the Company is yet to commence its operation.

ACKNOWLEDGEMENT

" Your Directors wish to place on record their appreciation in support
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and co-operation received from M/s. Southern Petrochemical
Industries Corporation Limited and the Bankers of the Company.

By Order of the Boad

For MiITOCON BIOTEC LIMITED

P RAMANUJAM

T R TAMILMANI!
Director

Placev . Chennai
Date : 2 June 2003




Report of the Auditors to the Shareholders

We have audited the attached Balance Sheet of Mfs. Mitocon Biotec
Limited as at 31 March 2003. No Profit and Loss Account of the
Company for the year ending 31 March 2003 has been prepared, as
the Company has not commenced any manufacturing, trading or other
specified activities during the year. The financial statements are the
responsibility of the Company's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in India. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the

financial statements are free of material misstatement. An audit

includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a
reasonable basis for our opinion,

Further to our comments in the Annexure referred to above, we report
that :

i, We have obtained all the information and explanations which to
the best of our knowledge and belief were necessary for the
purpose of our audit;

i Inour opinion, proper books of account as required by law have
been kept by the company, so far as appears from our
examination of those books;

iil.  The Balance Sheet dealt with by this report is in agreement with
the books of account; -

-

s Place :
Date
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vi.

vii.

viit.

In our opinion, the Balance Sheet dealt with by this report
comply with the accounting standards referred to in sub-section
{3C) of Section 211 of the Companies Act, 1956;

No provision is necessary towards cess payable under Section
441A of the Companies Act, 1956 as the company has not
commenced manufacturing activity and no other receipt has
accrued to the Company during the year under report;

On the basis of written representations received from the
directors, as on 31 March 2003, and taken on recerd by the
Board of Directors, we report that none of the directors is
disqualified as on 31 March 2003 from being appointed as a
director in terms of clause (g) of sub-section (1) of section 274
of the Companies Act, 1956;

In our opinion and to the best of our information and according
to the explanations given to us, the said accounts together with
the statement of Expenditure Pending Allocation as at 31 March
2003, give the information required by the Companies Act, 1956
in the manner so required;

As the Company has not commenced commercial production
and the project is under implementation stage, we are of the
opinion that the matter specified in paragraphs 4 and 5 of the
Manufacturing and Other Companies {Auditors’ Report) Order,
1988 issued by the Company Law Board in terms of Section
227 (4A) of the Companies Act, 1856 are not applicable to the
Company.

o For M/s. S VISWANATHAN
Chartered Accauntants

C N GANGADARAN
Partner

Chennai
;2 June 2003




BALANCE SHEET AS AT 31 MARCH 2003
' ' (Amount in Rupees)

As at As at

Particulars . . ' Schedule ,
31 March 2003 31 March 2002

SOQURCES OF FUNDS ‘
Share capital . , 500700.00 700.00

Total 500700.00 700.60

APPLICATION OF FUNDS

Expenditure pending allocation 19087.00 13837.00
Current Assets, L.oans & Advances
Cash & Bank Balances 505600.00 700.00
Less : Current Liabilities & Provisions .
Audit Fee Payable 02-03 5250.00 5250.00
SPIC Ltd.” 59317.00 - 42037.00
NET CpRRENT ASSETS 441033.00 -46587.00
" Mise. Expenditure 40580.00 33450.00
(to the extent not written off or adjusted)
Total ‘ 500700.00 700.00
Notes on Accounts ’ 4
Significént Accounting Policies . 5
[ ] ‘
For and on behalif of the Board As per our Report of even date
Dr P RAMANUJAM For M/s. S VISWANATHAN
Mr T R TAMILMANI ' Chartered Accountants
Place : Chennai Directors ' C N GANGADARAN
Date : 2 June 2003 Partner
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Schedules Forming Part of the Balance Sheet

As at
31 March 2003
SCHEDULE 1 C

SHARE CAPITAL:
Authorised Share Capital

5,00,000 Equity Shares of Rs.10 each ' 5000000.00

Issued, Subscribed and Fully Paid up: ‘

50,070 Equity Shares of Rs.10 each ‘ 500700.00

(previous year 70 equity shares of Rs.10 each)

SCHEDULE 2

EXPENDITURE PENDING ALLOCATION: _

Travelling Expenses ) ‘ : 187.00

Audit Fees ‘ 18900.00
Total _ , 19087.00

SCHEDULE '3

MISCELLANEOUS EXPENDITURE:

Printing & Stationery 1375.00

Cost of Stamp Paper . 730.00

Filing Fees . - 24320.00

ROC Fees ) ' 7025.00

Name Appl Fee ] . 500.00

Name Change 1500.00

Domain Registration : 5000.00

Bank Charges ’ 130.00
Total . 40580.00

SCHEDULE 4

NOTES ON ACCOUNTS

1. a. Previous year figure have been regrouped and reclassified wherever necessary.

T IITIITT ,ff;‘7;"?,‘1“'.;‘1.‘.{ i ;Mﬁﬁmw s | T T MitOCOIl

Eiotes

(Amouﬁt in Rupees)

As at
31 March 2002

5000000.00

700.00

187.00
13650.00

13837.00

1375.00
"730.00
24320.00
7025.00

33450.00

b. No Profit and Loss Account has been prepared, as the company has not yet commenced manufacturing activity.
However, necessary details as per Schedule VI Part |l of the Companies Act, 1956, have been disclosed under
the head "Expenditure Pending Allocation”. It is the Companys intention to capitalise the major part of this

expenditure when commercial operations begin.

SIGNIFICANT ACCOUNTING POLICIES
SCHEDULE §

1. ACCOUNTING CONCEPTS:
i, Financial statements are based on historical cost.

ii. Company follows Mercantile System of Accounting and recognises Income and Expenditure on accrual basis.

Fixed Assets

Depreciation

Income Recognition Not Applicable
Foreign Currency Transaction

Retirement Benefits

Expenditure Pending Allocation

Project and other expenses are included under Expenditure pending Allocation and the same will be apportloned

to fixed assets and capitalised as and when commercual productlon begins.
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BALANCE SHEET ABSTRACT AND .COMPANY’'S GENERAL BUSINESS PROFILE

1

2)

3)

4)

5)

REGISTRATION DETAILS .REG|STRATION NO.

STATE CODE

\ BALANCE SHEET DATE
CAPITAL RAISED DURING THE YEAR PUBLIC ISSUE
(Amount in Rupees Thousands) RIGHTS ISSUE
BONUS ISSUE

PRIVATE PLACEMENT

POSITION OF MOBILISATION AND
DEPLOYMENT OF FUNDS

{Amount in Rupees Thousands)

TOTAL LIABILITIES
TOTAL ASSETS
SOURCES OF FUNDS
RESERVES AND SURPLUS
SECURED LOANS

UNSECURED LOANS -

APPLICATION OF FUNDS NET FIXED ASSETS
E‘XPENDITURE PENDING ALLOCATION
INVESTMENTS

NET CURRENT (ASS\ETS

MISCELLANEQUS EXPENDITURE

ACCUMULATED LOSSES

TURNOVER

TOTAL EXPENDITURE
PROFIT/(LOSS) BEFORE TAX
PROFIT/(LOSS) AFTER TAX
EARNINGS PER SHARE IN RUPEES
DIVIDEND RATE %

ITEM CODE NO.
PRODUCT DESCRIPTION

PERFORMANCE OF COMPANY
(Amount in Rupees Thousands)

GENERIC NAMES OF THREE*
PRINCIPAL PRODUCTS/

SERVICES OF THE COMPANY
(As per monetary terms) ITEM CODE NO‘.

PRODUCT DESCRIPTION

*Caompany has not started production

For and on behalf of the Board

Dr P RAMANUJAM

Place : Chennai Mr T R TAMILMANI
Date . 2 June 2003 Directors
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Directors’ Report

Your Directors have pleasure in presenting the Third Annual Report
of the Company together with the Audited Accounts for the year
ended 31 March 2003.

OPERATIONS

During the year, Company has participated in the open tender for ‘On
Line Lottery System' proposed by the Government of Tamilnadu.
EXPANSION

During the year under review, no expansion activities were
undertaken.

DIVIDEND ) ’

- During the year the Company has not carried out any commercial
activities, Therefore, in the absence of profits the Company has not
recommended any dividend for the financial year.

PUBLIC DEPQSITS

Your Company has not accepted any deposit from the public during
the year.

CONSERVATION OF ENERGY, TECHNOLOGY, ABSORPTION &
FOREIGN EXCHANGE EARNINGS AND OUTGO.

No disclosure is-made under Section 217(1)(e) of the Companies Act,
19586, as the Company is yet to commence its operations.

PARTICULARS OF EMPLOYEES

The Company does not have any employees covered under Section
217 (2A) of the Companies Act 1856.

DIRECTORS

M/s. T G Balachandran and N Ramalingam co-opted as Additional
Directors of the Company with effect from 9 June 2003 holds Office
till the conclusion of this Annual General Meeting. The Company has
received notices from members proposing their name as Directors of
the Company at the ensuing Annual General Meeting.

Mr. T A Adhikesavan and Mr. T R Tamilmani have resigned from the
Office of Directors during June 2003. The Board places on record its
.appreciation for. the "valuable contribution provided by
Mr. T A Adhikesavan and Mr. T R Tamilmani.

Mr. Ar Rm Arun whao retire by rotation at the ensuing Annual General
Meeting being eligible offer himself for re-appointment.

* Date
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DIRECTORS’ RESPONSIBILITY STATEMENT

Pursuant to the requirement under Section 217(2AA) of the
Companies Act, 1956 with respect to Directors’ Responsibility

- Statement, it is hereby confirmed:

i, thatin the preparation of the annual accounts for the year ended
31 March 2003 the applicable accounting standards had been
followed along with proper explanation refating to material
departures;

fi. that the Directors had selected such accounting policies and

* applied them consistently and made judgements and estimates

that were reasonable and prudent so as to give a true and fair

view of the state of affairs of the Company at the end of the year

and of the profit or loss of the Company for the year under
review;

iii. that the Directors had taken proper and sufficient care for the
maintenance of adequate accounting records in accordance with
the provisions of the Companies Act, 1956 for safeguarding the
assets of the Company and for preventing and detecting fraud
and other irregularities; ‘

“iv. that the Directors had prepared the accounts for year ended

31 March 2003 a ‘going conc;ern' basis.

AUDITORS

M/s. Sri & Sri Associates, Chartered Accountants, Chennai, have
been appointed as Statutory Auditors for the financial year ending
31 March 2003, in the place of M/s. Sambamoorthi & Company,

_Chartered Accountants, Chennai. The Board wishes to place on

record its appreciation . for the services rendered by
Mfs. Sambamoorthi & Company, Chartered Accountants, during their
tenure.

ACKNOWLEDGEMENT

Your Company is grateful for the co-operation and continued support

“extended by Government of Tamilnadu and the promoters M/s. SPIC

Holdings & Investments Limited, Dr. A C Muthiah & M/s. South India
House Investment Limited.

For and on behalf of the Board of Directors
Chairman

Place : Chennai
: 6 June 2003




Report of the Auditors to the Members

We have audited the attached Balance Sheet of Proactive Decisions
Limited as at 31 March 2003. These financial statements are the
responsibility of the Company's Management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in India. Those Standards require that we plan
and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes
assessing the' accounting principles used and significant estimates
made by management,-as well as evaluating the overall financial
statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

Further to our comments in the Annexure referred to above, we report
that:

1. We have obtained all the information and explanations, which
to the best of our knowledge and belief were necessary for the
purpose of our audil‘ o

2. Inour opinion, proper books of account as required by law have

been kept by the Company so far as it appears from our
examination of those books.

3.~ The Balance Sheet dealt with by this report are in agréement
" with the books of account.

4. In dur opinion, the. Balance Sheet dealt with by this report
comply with the accounting standard referred to in sub-section
"~ {3C) of the Section 211 of the Companies Act, 1956.
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On the basis of written representations received from the
directors, taken on record by the Board of Directors, none of the
Directors is 'disqualified as an 31 March 2003, from being
appointed as a Director under Section 274(1}(g) of the
Companigs Act, 1356,

In our opinion and to the best of our information and according

. to the explanation given to us, the said accounts give the

Place

Date

information required by the Companies Act, 1956, in the manner
s0 required and give a true and fair view in conformity with the
accounting principles generally accepted in India.

In the case of the Balance Sheet, of the state of affairs of the
Company as at 31 March 2003.

The Company did not carry out any activity involving trading or
manufacturing or rendering of services during the year and in
our opinion none of the matters specified in para 4 and 5 of the
Manufacturing and other Companies (Auditors Report) Order
1988 issued by the Central Government in terms of Section 227
(4A) of the Companies Act, 19586, is applicable to this year.
Accordingly, we have not included a statement in this report
individually on the matters specified as required by the said
order: . '

For Sri & Sri Associates
Chartered Accountants

M B Srigharan
Partner

Chennai
;6 June 2003




BALANCE SHEET AS AT 31 MARCH‘: 2003 ' )
(Amount in Rupees)

Particulars ‘ Schedule As at As at
. 31 March 2003 31 March 2002

SOUﬁCES OF FUNDS

Shareholders’ Funds

Authorised Capital , .
9,50,000 Equity shares of Rs.10 each ' 9500000 10000000

~

5,000 Redeemable Cumulative Non Convertible : 500000 S -
Preference shares of Rs.100 each . .

10000000 10000000

Issued, Subscribed and fully paid up capital
70 Equity shares of Rs.100 each _ : 700

5,000 Redemable Cumulative Non Caonvertible 500000
Preference shares of Rs.100 each .

Total ‘ 500700 700

APPLICATION OF FUNDS

Pre-épefative ‘Expenditure pending- allocation 1 8586 5366
“Current Assets, Loans & Advances
Cash & Bank Balances » o 700 1 700
Advance for project work ‘ ' : 6590808 . . .
Less: Current Liabilities & Provisions ' 2 ‘ 6099394 5366
Net Current Assets : : _ 492114 (4666)
Total _ . o : . 500700 700
Notes on Accounts | 3

For and on behalf of the Board As per our Report of even date
ArRm ARUN ) .o T A ADHIKESAVAN - . For SRi & SRl ASSOCIATES
Chairman o : - T R TAMILMANI ' Chartered Accountants

Directors :

Place : Chennai S M B SRIDHARAN
Date : 6 June 2003 ' Partner
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SCHEDULE - 1

Description

PRE OPERATIVE EXPENDITURE PENDING ALLOCATION

Audit Fees
Filing Fees
Other Expenditure

Total

SCHEDULE - 2

CURRENT LIABILITIES & PROVISIONS

Current Liabilities:
Audit Fee Payable

Sundry Creditors
Total

SCHEDULE 3

NOTES ON ACCOUNTS FORMING PART OF BALANCE SHEET

Accounting Policies:

As on For the

31 March 2002 Year
500 3150

4000 -

866 70

5366 3220

As on
31 March 2002

500
4866

5366

(Amount in Rupees)

As on
31 March 2003

3650
4000
936

8586

(Amount in Rupees)

As on
31 March 2003

3150
6096244

6099394

The financial statements have been prepared based on historical cost convention and accrual basis of accounting and in conformity with the
Accounting. Standards réferred to in sub-section {3C) of Section 211 of the Companies Act, 1956.

1. There is no commercial activity during the period and hence no profit and loss account is prepared. However, necessary details as required
under part - [ of Schedule - V! of the Companies Act, 1856 have been disclosed under the heading “Pre-operative Expenditure Pending

Allocation”.

2. There are no fixed assets and hence the question of valuation of fixed assets and depreciation .does not arise.

3. As the Company has not transacted any business and as no staff is employed, the retirement benefits are hot contemplated.

4. During the year, 5000, 10 per cent Redeemable Cumulative Non-convertible preference shares of Rs.100 each were allotted to Spic Holdings
and Investments Limited out of the advance received from them. To facilitate the same share capital has been proportionately changed from

equity to preference share.
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BALANCE SHEET ABSTRACT AND THE COMPANY'S GENERAL BUSINESS PROFILE

REGISTRATION NO.
* STATE CODE
BALANCE SHEET DATE

REGISTRATION DETAILS

CAPITAL RAISED DURING THE YEAR

(Amount in Rupees Thousands) . RIGHTS ISSUE

BONUS ISSUE

PRIVATE PLACEMENT

POSITION OF MOBILISATION AND
DEPLOYMENT OF FUNDS '

(Amount in Rupees Thousands)

TOTAL LIABILITIES
TOTAL ASSETS

PAID-UP CAPITAL

RESERVES AND SURPLUS
SECURED LOANS

UNSECURED LOANS

NET FIXED ASSETS
PRE-OPERATIVE EXPENDITURE
INVESTMENTS

NET CURRENT ASSETS
MISCELLANEOUS EXPENDITURE
ACCUMULATED LOSSES
TURNOVER

TOTAL EXPENDITURE
PROFIT BEFORE TAX
PROFIT AFTER TAX

SOURCES OF FUNDS

APPLICATION OF FUNDS

4) PERFORMANCE OF THE COMPANY
' (Amount in Rupees Thousands)

EARNINGS PER SHARE RUPEES-

DIVIDEND RATE %
ITEM CODE (ITC CODE)

5) GENERIC NAMES OF THREE
’ PRODUCT DESCRIPTION

PRINCIPAL PRODUCTS / SERVICES:
OF THE COMPANY |

(As per monetary terms) - ITEM CODE (ITC CODE)
PRODUCT DESCRIPTION

For and on behalf of the BOarq

Ar Rm ARUN T A ADHIKESAVAN
Chairman T R TAMILMANI

‘ Directors
Place : Chennai -

Date : 6 June 2003
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For SRI & SRI ASSOCIATES
Chartered Accountants
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'GULF SPIC BAHRAIN EC

GULF SPIC BAHRAIN EC (CLOSED)’ - NON-RESIDENT

Commercial Registrétion 1 44705

FINANCIAL STATEMENTS
31 DECEMBER 2002

Shareholders . Southern Petrochemical Industries Corporation Ltd.

Mr V R Aravind

Registered Office . Suite 201 / 204, Bidg. No. 89, Road No.1702, Hawar
Building (A), Diplomatic Area, P.O. Box No.1188,
Manama, Kingdom of Bahrain :

Principal Bankers - . National Bank of Bahrain

Auditors . KPMG
Chamber of Commerce Building
King Faisal Highway,
-"Manama,
Kingdom_ of Bahrain.




REPORT OF THE AUDITORS TO THE SHAREHOLDERS

We have audited the financial statements of Gulf SPIC Bahrain EC (Closed) - Non-resident as at, and for the year ended, 31 December 2002
as set out on pages 193 and 194.

Respective responsibilities of management and auditors

These financial statements are the responsibility of the directors of the Company. Our responsibility is to express an opinion on these financial
statements based on our audit.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing. Those ‘standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement, An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion. ' :

Opinion

in our opinion, the financial statements present fairly, in all material respects, the financial position of Gulf SPIC Bahrain EC (Closed) - Non-resident
as at 31 December 2002, the results of its operations, and its cash flows for the year then ended, in accordance with International Financial
Reporting Standards promulgated by the International Accounting Standards Board.

Other regulatory matters . 5

In addition, in our opinion, the Company has maintained proper accounting records and the financial statements are in agreement therewith, To
the best of our knowledge and belief, no violations of the Bahrain Commercial Companies: Law, 2001 or the terms of the Company's memorandum
and articles-of association have occurred during the year that might have had a material adverse effect on the business of the Company or on
its financial position. Satisfactory explanations and information have been provided to us by the management in response to all our requests.

KPMG

Place . Manama
Date ; 28 April 2003
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BALANCE SHEET AS AT 31 DECEMBER 2002

Notés
ASSETS
Cash and Bank
Gulf SPIC-Kwait Current Account

Loans and advances . . 3
Total Assets

Shareholders’ equity and Liabilities
Share Capital - 1
Accumulated Losses

Total Shareholders’ Equity
LIABILITIES

Gulf SPIC-Kuwait Current Account : '
Loan from SPIC-India ‘ 3
Accrued Expenses ‘

Total Liabilities

Total -Shareholders’ equity and Liabilities

V R Aravind
Director

INCOME STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2002

EXPENSES
Legal and Professiénal Expenses
Bank charges
Rent charges

Total Expeﬁses ! Loss for the year

1

VR Aravin.d
Director

GULF SPIC BAHRAIN EC

(In Bahraini Dinars)

2002

4065

3784
25000

32849

30000

(8581)A

21418

9900

1530

11430

- 32849

2001
4065

25000

29065

30000
(6621)

23379

4176

1510

5686

29065

¢

A Santhanakrishnan

Director

" (In Bahraini Dinars)

2002

1330
20
610

1960

2001

2331

1129

3462

. A Santhanakrishnan

Director

‘The financial statements consisting of pages 193 and 194 were approved by the Directors on 28 April 2003.
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DT GULF SPIC BAHRAIN EC

CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2002

(In Bahraini Dinars)
2002 2001

OPERATING ACTIVITES .
Expenses paid (1940) (1952)
. Advance to Gulf SPIC-Kuwait ‘ (7960) --

Total cashflows from operating activities , (9900) ’ (1952)

FINANCING ACTIVITIES
Amount received from SPIC-India ‘ 9900
Amount received from Gulf SPIC-Kuwait ' , -

Total cashflows from investing activities v 9900

Net cash and cash equivalents -~

Cash & cash equivalents at the beginning of the year

Cash & cash equivalents at the end of the year

'NOTES TO THE 2002 FINANCIAL STATEMENTS

1. STATUS AND OPERATIONS

Guif SPIC Bahrain EC (Closed) - Non-resident is a Bahraini exempt Company registefed under the Bahrain Commercial Companies Law,
2001. The Company has been incorporated on 23 February 2000. The principal activity of the Company is to undertake specialised industrial
maintenance services and electromechanical jobs outside Bahrain. The share capital of the Company is BD 30000, held by:

i

Southemn Petrochemical Industries Corporation Limited BD 28700
Mr V R Aravind © BD 300
" BD 30000

No operating activities have taken place durihg the year.

2. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) promulgated by
International Accounting Standards Board (“/ASB’) and the requirements of the Bahrain Commercial Companies Law, 2001.

The financial statements are prepared on the historical cost basis.

The following accounting policies have been ‘applied by the Company:

Cash and cash equivalents comprise cash in hand and at bank. Cash equivalents are .short-term, highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of change in value. :

3. LOANS AND ADVANCES

Loans and advances comprise an amount of BD 25000 given to Gulf SPIC Contracting Company WLL-Kuwait, a Group company, and is
interest free.

Loan of BD 9900 received from SPIC India through Gulf SPIC Contracting Company WLL-Kuwait and is interest free.
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SPIC BIOTECHNOLOGIES LIMITED
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DIRECTORS’ REPORT

The Directors of the Company have pleasure in presenting the Fourth
Annual Report of the Company together with the Annual Accounts for
the period ended 31 March 2003

OPERATIONS

The Company has not commenced its actlvmes dunng the year under
review. The Board is drawing up plans to expeditiously initiate action
for the implementation of the project. »

DIRECTORS’ RESPONSIBILITY STATEMENT

In accordance with the rfequirements of, Sectlon 217 (2AA) of the
Companies Act, 19586, the Directors of the Company hereby declare
that; : .

1. In the preparation of the Annual Accounts, the applicable
Accounting Standards have been followed along with proper
explanation relating to mat enaI departures. \ ‘

2. The Directors-had selected such accounting pohmes and
applied them consistently and made judgements and estimates
that are reasonable and prudent so as to give a true and fair
view of the state of affairs of the Company as at 31 March 2003.

3. The Directors had taken proper and suffnmem care for the
maintenance of adequate Accounting Records in accordance
with the provisions of the Companies Act, 1958, for
safeguarding the assets of the Company and for pfeventing and
_detecting fraud and other irregufarities, and

4, - The Director-s'_ had prepared the Annual Accounts on a going
concern basis,

.-DIRECTORS

+ Mr § Sathappan, Director retires_at the ensuring Annual General
Mesting of the Company and being eligible offers himself for
re-election.
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AUDITORS

M/s. S & Sri Associates, Chartered Accountants, Auditors of the.
Company retire at the ensuing Annual General Meeting and being

eligible offer themselves for re-appointment as Auditors of the

Company.

FIXED DEPOSITS

The Company has not accepted any deposits from the public during
the year under review.

PARTICULARS OF EMPLOYEES

No disclosure is made under Section 217(2A) of the Companies ‘Act,
1956 as no employee was in receipt of remuneration exceeding Rs.
24 fakhs per annum.

No disclosure is made under Section 217 (1)(e) of the Companies Act,
1956 as the Company is yet to commence its operations.
ACKNOWLEDGEMENT

Your Directors wish to place on record their appreciation in support
and co-operation received from M/S Southern Petrochemical
Industries Corporation Limited and the Bankers of the Company.

By Order of the Board

For SPIC BIOTECHNOLOGIES LIMITED

Sashikala Srikanth
$ Sathappan
Directors:

. Chennai
13 May 2003

Place
Date




AUDITORS' REPORT TO THE MEMBERS OF SPIC
BIOTECHNOLOGIES LIMITED

We have audited the attached Balance Sheet of SPIC
BIOTECHNOLOGIES LIMITED as at 31 March 2003. These financial
statements are the responsibility of the Company's Management. Our
responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in India. Those Standards require that we plan
and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

Further to our comments in the Annexure referred to above, we report
that:

1. We have obtained all the information and explanations, which
to the best of our knowledge and belief were necessary for the
purpcse of our audit.

2. Inour opinion, proper books of account as required by law have
been kept by the Company so far as appears from our
examination of those books.

3. The Balance Sheet dealt with by this repart are in agreement
with the books of account. ‘

4. In our opinion, the Balance Sheet dealt with by this report

comply with the accounting standard referred to in sub section
. {3C) of the Section 211 of the- Companies Act, 1956. 7
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5. On the basis of written representations received from the
Directors, taken on record by the Board of Directors, none of the
Directors is disqualified as on 31 March 2003, from being
appointed as a Director under Section 274(1){(g) of the
Companies Act, 1956.

6. In our opinion and to the best of our information and according
to the explanations given to us, the said accounts give the
information required by the Companies Act, 1856, in the manner
so required and give a true and fair view in conformity with the
accounting principles generally accepted in India. '

In the case of the Balance Sheet, of 'the state of affairs of the
Company as at 31 March 2003.

The Company did not carry out any activity involving Trading or
Manufacturing or rendering of services during the year and in
our opinion none of the matters specified in para 4 and 5 of the
Manufacturing and Other Companies {Auditors' Report) Order
1988 issued by the Central Government in terms of Section 227
(4A) of the Companies Act, 1956, is applicable to this year.
Accordingly, we have not included a statement in this report
individually on the matters specified as required by the said

order..
For Sri & Sri Associates
Chartereq Accountants
Place : Chennai M B Sridharan
Date : 13 May 2003 Partner




BALANCE SHEET AS AT 31 MARCH 2003

Schedule As at
Particulars 31 March 2003

SOURCES OF FUNDS
SHAREHOLDERS' FUNDS

Authorised Capital
5,00,000 Equity Shares of Rs. 10 each . ‘ - 5000000

Issued, Subscribed and fully paid up capital

50,000 Equity Shares of Rs. 10 each ' 500000
[50 000 (previous year 70 shares) held by
M/s. Southern Petrochemica! Industries Corporation anlted]

Totat : _ - 500000

APPLICATION OF FUNDS

FIXED ASSETS

Land . . 22508666
Pre-operative Expendituré pending allocation 20884

CURRENT ASSETS, LOANS & ADVANCES
Cash & Bank Balances with: Scheduled Bank 5470
Less . Current Liabilities & Provisions 22064714

Net Current Assets . (22059244)

Miscellaneous Expenditure

(to the extent not written off or adjusted) ' . 29694
Total ) 500000
Notes on Accounts 3
-
° 'Fér and on behalf of the Board

--Mrs Sashikala Srikanth
Place : Chennai Mr S Sathappan '
Date : 13 May 2003 Directors
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(Amount in Rupees)
As at
31 March 2002

5000000

700

22508666
14559

5570

22557789
(22552219)
20694
700

As per our Report attached

For SRiI & SRi ASSOICATES
Chartered Accountants

M B Sridharan
Partner




S I B TTTTIITEEET) SPIC BIOTECHNOLOGIES LIMITED

SCHEDULE : 1

PRE - OPERATIVE EXPENDITURE PENDING ALLOCATION

Description ) As on For the ' As on

31 March 2002 Year 31 March 2003

Audit Fees 6300 3150 9450

Filing Fee 4865 3000 7865

Other Expenditure 3394 175 3569

Total 14559 6325 20884

SCHEDULE : 2

CURRENT LIABILITIES & PROVISIONS ‘

' As on As on

. Current Liabilities:

(Amount in Rupeés)

31 March 2003

31 March 2002

Audit Fee payable 3150 3150
Sundry Creditors 22061564 22554639
Total ' 22064714 22557789
SCHEDULE : 3
NOTES TO THE ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2003

Accounting Policies:

The financial statements have been prepared based on historical cost convention and accrual-basis of accounting,
and in conformity with the Accounting Standards referred to in sub-section (3C) of Section 211 of the Companhies

Act, 1956.

1. Fixed Assets:
Land stated at cost

2. There is no commercial activity during the period and hence no profit an'd loss account is prepared. However,
necessary details as required under part - |l of Schedule - VI of the Companies Act, 1956, have been disclosed
under the heading "Pre-Operative Expenditure Pending Allocation”.
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"1 SPIC BIOTECHNOLOGIES LIMITED

BALANCE SHEET ABSTRACT AND COMPANY’S GENERAL BUSINESS PROFILE

1) REGISTRATION DETAILS REGISTRATION NO. [
STATE CODE |
BALANCE SHEET DATE j

CAPITAL RAISED DURING THE YEAR PUBLIC ISSUE
(Amount in Rupees) RIGHTS ISSUE

I
|
BONUS ISSUE 1 INT1 LY
PRIVATE PLACEMENT | J4]olol3fo]o}
|

POSITION OF MOBILISATION AND

DEPLOYMENT OF FUNDS TOTAL LIABILITIES | | l 215]6]al7[1]4]
(Amount in Rupees) TOTAL ASSETS - [ | [2]2]5]6]417[1]4]
SOURCES OF FUNDS PAID-UP CAPITAL (1 ] 1 Isfoflofofo]o]
RESERVES AND SURPLUS | | [ | | | T INTi 0]
SECUREDLOANs | | [ 1 [ T
UNSECURED LoANs [ | | [ [ T T INTI 0]
APPLICATION OF FUNDS NET FIXED AsSeTs | | [2]2]s5]of8[s]6 6]
PRE-OPERATIVE EXPENDITURE | [ | [.] [2]o]8]8]4]
wvestTMeENTS | [ L L T 1 [ InTi L]
| NET CURRENT ASSETS | (]2 fzjo] s5lol2]4]al)]
MISCELLANEOUS EXPENSES .~ | | || | [2]9]6]9]4]
_ accumutAaTED Losses | | | | | | | IN[i]L]
4) PERFORMANCE OF THE COMPANY TURNOVER HERRERREIIEN
(Amount in Rupees) TOTAL EXPENDITURE [ 1 1 1 1 1 1 INJ1]L]
PROFIT/LOSS) BEFORE TAX | [ | | "1 T InT1 L]
PROFITALOSS) AFTERTAX | | | | | | | Inji]L]
EARNINGS PER SHARE INRUPEES | | | | | | | INJi L]
DIVIDENDRATE % | | | | | | | INJU]L]
5) GENERIC NAMES OF THREE ITEM CODENO. | | | | | { | INJU]L]
s SRSy PRODUCT DEScripTioN [T ] [ [ T T INJi]L]
(As per monetary terms) ITEM CODE' NO. I ] [ I ] J [ IN [ ] Iq
propUCT DESCRIPTION | | | [ | | [ [NJIju] |
As per our report attached to the Balance Sheet
For and on behalf of the Board For SRI & SRI ASSOICATES
« _ Chartered Accountants
Mrs Sashikala Srikanth | :
Place : Chennai " Mr S Sathappan ) M B Sridharan
Date : 13 May 2003 Directors ‘ Partner
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SPIC Urea (Nltrogenous Fertiliser), SPIC DAP (Phosphahc Fertlhser)
. SPIC MOP (Potassic Fertlllser) SPIC 20: 20 (Complex Fertiliser) .

i 600 032 Tel: 91-44" 2235 0245 Fax: 91-44-2235 2163 emai
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_ SOUTHERN PETROCHEMICAL
INDUSTRIES CORPORATION LIMITED
“GPIC House”, 88, Mount Road,

Guindy, Chenndi - 600 032.



